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To the Shareholders: 


Earnings applicable to common shares 
increased during the first six months to a 
level of $15.4 million, which compares to 
$14.9 million for the same period a year 
earlier. This resulted in earnings per 
common share of $1.13, as compared to 
$1.10 in the first half of 1975. 


The volume of new business has been 
satisfactory and it is gratifying to con- 
tinue to report that the various portfolios 
of receivables are in good condition. 
While qualified by the level of general 
economic activity, the outlook in most 
areas of your Company's business ap- 
pears to be encouraging for the latter half 
of the year. 


It is impossible to predict the trend of 
interest rates, but it is anticipated that 
the results for the full year will be satis- 
factory. 


However, the Anti-Inflation Board 
guidelines applicable to financial inter- 
mediaries have not been issued in final 
form, and as a result, there Is continuing 
uncertainty as to their impact on the 
Company's operations. 


D. W. MALONEY 
President 


August 6, 1976 


Consolidated Statement of Earnings 
SIX MONTHS ENDED JUNE 30, 1976 
(Subject to audit) 


Gross income 
Expenditure 
Cost of borrowed money — . 
Short-term debt 


Long-term debt 


Casualty insurance claims incurred 


General and administrative 


Provision for income taxes 
Current 


Deferred 


Parent company’s portion of increase in 
unassigned surplus of life assurance subsidiary 


Share of earnings of mortgage 
insurance company 


Earnings 


IAC Limited 
and subsidiaries 


1976 
$000's 
iS 5,509 
Sb) 131 
32,540 
67,671 
6,213 
SNH 105,801 
29,768 
3,095 
11,378 14,473 
5,293 
302 
259 
15,856 


ISS 
$000's 
IO e7A18 
24,858 
CiARSSt 
56,189 
S219 
28,461 89,869 
29,849 
8,170 
6,790 14,960: 
14,889 


284 


181 


15,354 


AR27 


Financial and 
Insurance Services 


IAC Limited 

Purchase Credit Plans @ Inventory 
Financing @ Equipment Financing 
Lease Financing @ Fleet Financing 
Portfolio Discounting e Capital 
Assets Leasing © Commercial 
Mortgages 


Niagara Finance Company Limited 
Consumer Loans and Financing 


Niagara Realty of Canada Limited 
Niagara Realty Limited 

First and Second Mortgage Loans 
Mortgage Discounting 


The Sovereign General 
Insurance Company 
Automobile, Fire, Comprehensive 
Home and Personal Liability 
Insurance 


The Sovereign Life Assurance 
Company of Canada 

Life, Endowment, Term, Business 
Insurance ® Annuities, Registered 
Retirement Plans 


The Sovereign Mortgage 
Insurance Company 

(an affiliated company) 
Mortgage Loan Insurance 


Printed in Canada 


Per cent 


HIGHLIGHTS FOR THE YEAR 1976 1975 Increase 
(Decrease ) 
Gross income ........ EAS Seabee ee CE er ere $ 269,226,000 $ 243,150,000 10.7 
Proportion taken up by : 
mee OStcOr DOLTOWEO -MONCY . 2. cok cs lees ec ogee 3 50.2% 47.0% 
—General and administrative expenses ................. 23.1% 24.3% 
Hataings applicable-to common: shares «... ....< 2.4. .0s0.6.. $ 31,341,000 $ 29,462,000 6.4 
Merd-nds paid on common shares... cs.0. ices eee e Sects wes $ 15,440,000 $ 14,737,000 4.8 
ORION AOMCAININGS err sug os Goss cale's + «leetne Ke ase 405s cos 49.3% 50.0% 
Pe AMIAUCEDEE SHALC 5.4 Ses tone sms-iase oh eele 6 See w Sas weds eos $2.31 $2.18 
ee se ald PEL SNATC: 24 cee ae waiesc +4 oe ene dee wees $1.14 $1.09 4.6 
her cent revurn Of Average common equity ....3%.........% 14.99% 15.24% 
AT THE YEAR END 
Pepe ONSONGATCd. ASSETS so 6 6b usin onc wie ou see a 8s a viel ee Oss $2,409,966,000  $2,390,847,000 0.8 
REC CI ADCS apt) or Oe, o05 oa aie seals ee ON se OT ee $2,301,761,000 $2,294,945,000 0.3 
Main categories: 
Sare<siancino-—wholesale 2.0... ks cede dae genes aes $ 275,209,000 $ 286,167,000 (3.8) 
See PAV CEO PO Ra! enti dials SA rae atte SRT 8 764,774,000 771,584,000 (0.9) 
ES MITICTMOANSH one ee os oon Ps os oe RO OR ees 203,709,000 216,450,000 (5.9) 
Bearer ANINOFESAGES si.:5's Hiec. hares dee eae eaa ee ae 248,880,000 202,247,000 Zoe 
Commercial loans and mortgages... ..% ceases a eee 63,385,000 63,573,000 (0.3, 
MBEAN CME ray 8! ie, SEY ora lor eines B ai.s Nava ahel agBecvane ape, eee. 8 710,217,000 724,840,000 (2.0) 
PNM UMN occ coh ak ss eddy ate aun oval died Ok ahs es Oe eS See $1,545,947,000 $1,540,203,000 0.4 
REE Pe TTC DL ce eo OPO eee Poking Sed OES on ee ihc eed, 621,162,000 705,864,000 (12.0) 
MOET REMCIC I) Lares 4 Sesh Suei'ss Ssh arate cn sha MeL men eee eas 924,785,000 834,339,000 10.8 
fee IC RCOPCCAUILY oe ts Aa re aan 2 ets aeaisle ste eusre eee seans $ 233,761,000 $ 218,822,000 6.8 
mamgeer OL common shareholders ... «<0. 6660. es eee Seas 11,307 11,435 (1.1) 
Bron cileGeine CANA A: farsi.) sais. 0s «Seid e. = Oeo ete ea OS 95.9% 95.8% 
iaimber of common shares outstanding ....:..........-. 13,544,033 13,541,883 0.0 
EV ERC CITE CANAAN wc torkc a chs Siete cle ar ee hve aerate s 96.5% 96.3% 
iemrcewaltic percommon shares... sac os ss sala s Se os aero ee s $16.03 $14.84 8.0 


REPORT OF THE DIRECTORS TO THE SHAREHOLDERS 


Earnings applicable to common shares 
increased for the thirteenth consecutive 
year reaching $31.3 million as against 
$29.5 million in 1975. On a per share 
basis, the increase was 13 cents to $2.31 
compared to $2.18 in the previous year. 
However, it should be pointed out that 
an extraordinary item of $1.3 million, 
resulting from the sale of your Com- 
pany’s subsidiary in the United 
Kingdom, represented a gain of 10 cents 
per share. This subsidiary was sold 
because its activities do not fit into the 
overall plans for your Company. 

The dividend paid per common share 
was $1.14 against $1.09 in the previous 
year, and accordingly 1976 was the 
fortieth consecutive year in which 
dividends were earned and paid, and in 
each of the past twenty-one years, the 
payout exceeded that of the preceding 
year. 

Average funds employed during the 
year were higher than in 1975 which 
resulted in an increase of $26.1 million 
in gross income, a gain of 10.7% over 
the previous year. However, the average 


K.H. MacDonald, 
Chairman of the Board 


rate on borrowed funds was 8.9%, as 
compared to 8.3% in 1975. As a result 
of this and increased usage, money costs 
were up $21.0 million or 18.4%. 
General and administrative expenses 
increased by $3.1 million, but as a 
percentage of gross income declined to 
23.1% from 24.3% in the previous year. 

Since receivables represent 95% of 
the Company’s assets, their sound condi- 
tion is important to shareholders. In the 
year 1976, credit losses as a percentage 
of average receivables were .47% , which 
relates well to other financial institutions, 
and is in line with the average loss 
experience for the past 10 years. 

The two insurance subsidiaries, The 
Sovereign Life Assurance Company of 
Canada and The Sovereign General 
Insurance Company, have now success- 
fully combined their operations and each 
made a meaningful contribution to the 
Company’s earnings. 

The financial markets continued to 
reflect confidence in your Company by 
the supplying of $175 million in long- 
term funds during the year. The parent 


J.S. Land, 
Vice-Chairman of the Board 


company placed secured notes in the 
amount of U.S. $50 million with institu- 
tional investors in the United States, and 
secured notes in the amount of $25 
million in Canadian funds through a 
public offering in the European market. 
This was followed by the public place- 
ment of secured notes in the amount of 
$100 million in Canadian funds in the 
Canadian market. 

Your Directors wish to record the 
following changes made by the Board 
during 1976. 

On April 22, 1976, subsequent to 
the Annual General Meeting of 
Shareholders, 

J. S. Land was elected Vice-Chairman 
of the Board 

D. W. Maloney was elected President 
S. F. Melloy was elected Executive 
Vice-President. 

During the year, because of the Com- 
pany’s announced intention to become 
a chartered bank, the following 
Directors who held directorships with 
other deposit-taking institutions tendered » 
their resignations: 


D.W. Maloney, 
President 


Frank M. Covert, Q.C. 
John S. Dewar 
Conrad F. Harrington 
Louis A. Lapointe, Q.C. 
Charles I. Rathgeb 
Renault S. St. Laurent, Q.C. 
James C. Thackray 
Dennis K. Yorath 
They served your Company with 
distinction, and their individual con- 
tributions were deeply appreciated by 
their colleagues. Their resignations 
were accepted with regret. 
The following were elected to the 
Board: 
Stanley D. Clarke 
George L. Crawford, Q.C. 
Stanley F. Melloy 
L. Edmond Ricard 
Struan Robertson 
C. Harry Rosier 
Adam H. Zimmerman, F.C.A. 
The following executive appointments 
made by the Board of Directors were 
announced during 1976: 
B.F. London, Senior Vice-President 
L.R. Woodall, Senior Vice-President 


S.F. Melloy, 
Executive Vice-President 


W.S. Smuk, Vice-President 
K.E. Woodall, Vice-President 

Bill S-30 proposing the conversion of 
the Company to a chartered bank was 
left on the order paper of the last Parlia- 
ment. However, a new Bill, C-1001, 
is presently before the House of 
Commons. At the date of this report, it 
is awaiting second reading. Meanwhile, 
the Company is continuing its plans for 
conversion to a chartered bank with the 
formation of appropriate management 
structures for the extension of a broader 
range of financial services. 

The results recorded in this Annual 
Report speak well for the manner in 
which the men and women of the IAC 
companies across Canada approached 
their responsibilities. Your Directors 
wish to record their appreciation and 
warm thanks for their efforts. 

The current outlook for the Canadian 
economy is considered to be one of 
uncertainty, particularly in the area of 
business capital spending. However, your 
Directors feel that some continued 
progress in the fields in which it par- 


ticipates can be expected of your 
Company. Moreover, the recent decline 
in the cost of short-term borrowings, if 
it persists, will be very constructive from 
an earnings viewpoint. Your Directors 
are of the opinion that the results for the 
year 1977 will once again be satisfactory. 


On behalf of the Board, 


Ba : 


Chairman 


President aa 


February 23, 1977 


GENERAL COMMENTARY 


Chart 1 Sources of Gross Income 
(before provision for doubtful 
receivables) 

Marketable investments 1% 


- Commercial loans and mortgages 3% 


Chart 2 Composition of Gross Income 
Distribution 


Chart 3 
@) Earnings per share $ 


] Dividends per share $ 


Gross Income 

Total gross income, including casualty 
insurance premiums and investment 
income, was up $26.1 million or 10.7%. 
Average receivables outstanding were 
higher than in the previous year by 
9.6% resulting in gross income from 
receivables increasing 9.4%. 

In recognition of continuing uncer- 
tainties in the economy, the provision 
for doubtful receivables was increased 
by $1 million. 


Chart 1 Sources of Gross Income (before 
provision for doubtful receivables) 
Continuing change in the overall mix of 
receivables is altering the relative im- 


portance of various activities in terms of 
gross income produced. Income from 
commercial loans, leasing and mort- 
gages, on a proportionate basis, is 
growing faster than that produced by 
sales financing and consumer loans. 


Chart 2 Composition of Gross Income 
Distribution 

The most noteworthy change in the 
distribution of gross income was the 
increased proportion allocated to the 
cost of borrowed money. The average 
cost of the latter rose from 8.3% in 
1975 to 8.9%. Also, the amount used 
was somewhat larger. 


Chart 3 Earnings per share $ 

Dividends per share $ 

The increase of 13¢ per share in earn- 
ings, while less than the increase in the 
previous year, compared favourably with 
the average annual increase over the last 
ten years. 

The payout by way of dividends 
exceeded that of the previous year as 
has been the case in each of the past 
twenty-one years. The amount paid out 
represented 49.3% of available earnings 
which was very close to the average 
percentage over the last decade. 


Chart 4 
= Shareholders’ Equity $000’s 


Book Value per Common Share $ 


Chart 4 Shareholders’ Equity $000’s 
Book Value per Common Share $ 

Due to the redemption of preferred 
shares under the Preferred Share 
Purchase Fund, the total of capital stock 
outstanding declined somewhat, but an 
increase of over $16 million in retained 
earnings resulted in a 7% increase in 
shareholders’ equity. The return on 
common equity of 14.99% in 1976 was 
at the second highest level in the last 

ten years. 


Chart 5 Receivables and their 
Composition 

Uncertainties in the economy during 
1976, along with unusually high unem- 


Chart 5 Receivables and their Composition 
() Consumer Purchase Credit 
(7) Business Financing 


(1) Residential Mortgages 
|] Consumer Loans 


1974 Total 
$2,061,035,000 (100%) 


1975 Total 
$2,294,945,000 (111%) 


ployment, limited growth in the overall 
portfolio of receivables. Demand for 
residential mortgages, however, con- 
tinued buoyant. As a consequence, such 
mortgages now represent 11% of 
receivables, with consumer purchase 
credit and business financing accounting 
for slightly decreased proportions of 

the total. 


Summary 

While considerable uncertainty still 
exists as to the outlook for business in 
Canada in 1977, your Company remains 
moderately optimistic. New and im- 
proved plans for financing, which have 
already been introduced, should be 


1976 Total 
$2,301,761,000 (112%) 


helpful in obtaining a sound market 
share. The current trend towards lower 
cost of borrowed funds, if it persists, will 
be most helpful. It is widely anticipated 
that the Government will act to stimulate 
the economy which should be construc- 
tive in strengthening demand for a 
number of your Company’s services. 

It is well positioned to capitalize on 
opportunities which the year 1977 

may offer. 


NEW STRUCTURES TO MEET NEW CHALLENGES 


Atlantic Division head- 
quarters are now located 
in this meticulously- 
restored building at 1684 
Barrington Street in 
downtown Halifax. Divi- 
sion management occu- 
ples the third and fourth 
floors, while integrated 
main branch operations 
occupy the first and 
second floors. The inte- 
rior view shows one of the 
building’s original walls, 
incorporating half a 
dozen kinds of brick and 
stone materials, some of 
which were first brought 
to Halifax as ballast in 
19th century sailing ships 
returning from European 
ports. 


In this age of widespread transforma- 
tions in many aspects of life, we have 
grown accustomed to seeing things 
altered for novelty’s sake. Such changes 
are often more apparent than real; they 
alter the surface of things, but under- 
neath, they remain much the same. 

During 1976, precisely the opposite 
kind of change took place within the 
IAC companies. On the surface, the 
companies in the corporate group have 
retained their legal and financial 
identities. But internally there has been 
a fundamental restructuring that will 
profoundly alter the way these com- 
panies will build their collective future 
in the years to come. 

For management purposes, we have 
called the process integration. It might 
also have been called rationalization, 
reorientation, or reorganization. All of 
these terms at least partially describe 
the changes that have been made. They 


all reflect a single, overall strategy: that 
of drawing together the separate opera- 
tional entities within the [AC group to 
form a single, unified organization 
working towards a common set of 
objectives. 

This step foreshadows the unified 
management structure that will be 
required when the present group of 
companies converts to banking opera- 
tions. In addition, the unification process 
will deliver immediate benefits in terms 
of greater operating efficiency and a 
significant expansion of growth oppor- 
tunities for the Company. 

A fully integrated head office and 
division management structure was put 
into effect as of October, 1976, and the 
new organization is now running 
smoothly. It was created along functional 
lines in order to bring similar or closely 
related activities together under unified 
management direction, regardless of the 


legal entities involved. For example, all 
mortgage business is now administered 
by a single management group, even 
though these investments are carried by 
several subsidiary companies. The same 
principle has been applied to the con- 
sumer service and business financing 
portfolios, as well as to the business 
development function and the provision 
of all services. 

Because these new functional struc- 
tures anticipate the business that will be 
done in the banking field, they provide a 
sound framework for the planning and 
preparation that must be carried out 
before the bank can commence opera- 
tions. The designing and installing of 
new systems and procedures, the training 
and development of specialists, the 
improvement and extension of services, 
and the acquisition and maintenance of a 
presence in a broader range of markets 
are all necessary steps towards the 


The Vancouver head- 
quarters of the Western 
Division are now located 
on the top floor of this 
ultra-modern, 16-storey 
| building at 1090 West 
\ Georgia Street, in the 

heart of the city’s busi- 
ness district. The struc- 
ture, which was completed 
f /ast year, is surrounded 
§ by araised plaza which 
Me provides access to the 

® ground floor branch 
offices. The multi-func- 
1 tional branch premises 
now house consumer 
service, business financing 
and mortgage units, and 
are fully-equipped for 
8 conversion to banking 
operations. 


ultimate objective. Activity in all these 
areas will increase as the new structure 
continues to make its influence felt. 

Of course, these changes have required 
personnel at all levels to adapt to new 
responsibilities. To their credit, they 
have responded well to this challenge, 
and have been quick to perceive the 
greater opportunities for personal 
growth. 

As soon as the integration of head 
office and divisional offices was com- 
pleted, the same process was launched at 
the branch level. Because of the large 
number of offices involved, over 450 
separate administrative units in over 260 
locations, the branches are being 
integrated progressively. One of the 
objectives at this level is to relocate or 
improve branch premises to meet the 
higher standards necessary for future 
expansion of services. The restructured 
network will function at a higher level of 


productivity than formerly, and will be 
better equipped to market the existing 
range of services with greater efficiency. 

Division headquarters in Halifax and 
Vancouver have already been relocated 
in premises which provide quality 
environments in both cities’ financial 
districts for Division management, as 
well as appropriate ground floor 
accommodations for principal branch 
offices. As the pictures on these pages 
show, both the buildings selected are 
of contrasting but equally distinctive 
characters, and both meet all necessary 
criteria for the future development of 
banking operations. 

The Halifax building is especially 
noteworthy; it was erected near the turn 
of the century, and underwent a com- 
plete restoration last year. To preserve 
the structure’s historical integrity, IAC 
worked closely with the owner/devel- 
oper in installing interior appointments 


in solid oak and brickwork consistent 
with the original design. The result is a 
building which has already won awards 
from Heritage Trust of Nova Scotia for 
developer Robert Stapells (as developer 
of the year in Nova Scotia) and for the 
building itself as the best commercial 
restoration in Atlantic Canada. Mr. 
Stapells has also been invited to apply 
for Heritage Canada’s national award 
for commercial restoration. 
Throughout 1977, the integration 
process will continue, and further 
improvements will be initiated. The 
result will be a stronger, more responsive 
and more versatile organization, well 
prepared to realize the expansion 
opportunities of the next decade. 
(Continued overleaf) 


New Structures to Meet New Challenges 


R.E. Campbell, Senior Vice-President 
and Senior General Manager 


The IAC group of companies is now 
operated by a single integrated manage- 
ment organization, incorporating 
personnel from the former structures of 
both IAC and Niagara. 

The new organization has four main 
functional areas, each headed by an 
officer who reports to Senior General 
Manager R. E. Campbell. They are 
A. P. Bolin, Senior Vice-President — 
Corporate Development, B. F. London, 
Senior Vice-President — Consumer 
Services, F. P. Paradis, Senior Vice- 
President — Business Financing, and 
L. R. Woodall, Senior Vice-President — 
Mortgages. Each of these men has 
overall corporate responsibility for all 
activities within his functional area 
throughout the group of companies. 


A.P. Bolin, Senior Vice-President — 
Corporate Development 


The divisional headquarters in 
Halifax, Montreal, Toronto and 
Vancouver have also been restructured 
along these same lines. Under each 
Division General Manager, there are 
Assistant General Managers, responsible 
for the same functional areas, so that 
lines of authority within the divisions 
parallel those of the head office. The 
result is a management structure which 
supersedes and erases all former lines of 
separation within the old structure, right 
down to branch level. 

The Capital Funds Division, because 
of its specialized functions, remains 
headquartered in Toronto and has a 
somewhat different branch network. 
This reflects the fact that this division’s 
market is concentrated in the major 


B.F. London, Senior Vice-President — 
Consumer Services 


urban centers and its leasing services are 
more complex in nature than those of 
the other divisions. 

W.R. Livingston, as President of The 
Sovereign Life Assurance Company of 
Canada and The Sovereign General 
Insurance Company, has carried out a 
similar integration of insurance 
operations during the past few years. 
However, since these companies cannot 
legally form part of the amalgamated 
operations of the bank when it is 
created, no attempt is being made to 
include the Sovereign companies in the 
continuing corporate unification 
program. 

While the new structure is more 
centralized at the senior levels than the 
former organization, care has been taken 


F.P. Paradis, Senior Vice-President — 
Business Financing 


L.R. Woodall, Senior Vice-President — 
Mortgages 


W.R. Livingston, President 
Sovereign companies 


to counterbalance this with greater | 
decentralization of authority over day to 
day operations. IAC has long recognized 
the importance of personal service 
relationships in dealing with its clients 
and customers, and these relationships 
can only be maintained by a sensitive 
and responsive organization. Conse- 
quently, appropriate latitude for local 
decision making has been extended to 
both division and branch management, 
to enable them to meet clients’ needs 
promptly and efficiently. Preserving the 
ability to react quickly to changing 
requirements reinforces the Company’s 
long standing policy of bringing its 
services to its clients, rather than 
obliging them to visit branch offices. 
Another significant benefit of the new 


structure at the branch level is that it 
facilitates offering the full range of 
available services to all customers. 
Under the old structure, lines of division 
between operating groups sometimes 
impeded this process, resulting in 
marketing inefficiencies. These have now 
been eliminated so that all branches 
have maximum opportunity to both 
enlarge and deepen their penetration of 
available markets. 

The expansion of career opportunities 
for all employees within the integrated 
structure has brought with it an expanded 


_ need for staff training and development. 


To meet this requirement, several major 
new programs have been introduced 
during the past year, and several more 
are under intensive development. Every 


effort is being made to ensure that all 
employees, from all parts of the IAC 
organization, will have equal access to 
the training necessary to develop their 
full potential. 

Needless to say, the implementation of 
these programs has placed additional 
burdens on the Company in terms of 
operating and administrative expenses. 
However, all of these expenses have 
been absorbed on a current basis without 
adversely affecting the Company’s 
earnings performance. Future financial 
benefits arising from increased efficiency 
under the new structure will therefore 
have a favourable impact. 


IAC Limited and Subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS 
for the year ended December 31, 1976 


1976 1975 
$000’s $000’s 
Gross Income (note: 2))...ci isn od eee Se Sond a eo ee ee 269,226 243,150 
Expenditure 
Cost of borrowed money— 
Short-term sdeDt.52 ss Foes oe eatin wes Woekclv oe mle reas eee een 61,889 50,400 
Other’ termedebt: imc aeee sc ee ee ats «Oe Serena eee ee 73,376 63,865 
135,265 114,265 
Casualty insurance; claims incurred |)... 0-2. sna 3 sgn eee oe eee 13,032 1131s 
General andsadministratives. | 6.26 6s oo. wi aresets sans 5k ee 62,231 210,528 59,134 184,524 
58,698 58,626 
Provision for Income Taxes 
GUT ENG etic Sip es as he Bic Ee eee 5,707 6,173 
Delerred mere a ns. s Aes ood bc Bovets 5 ele bass Ghee eee eee eae 23,434 29,141 23,143 29,318 
29,557 29,308 
Parent company’s portion of increase 
in unassigned surplus of life 
assurance subsidiary: (note l (a)) ..%-....06.05 ova ive ee eee 851 798 
Share of earnings of mortgage insurance 
company: (Note 1" (4) Saga c.ck sacks Feo esa: 4 chi ws Oy eee oe 512 344 
Earnings before Extraordinary Item ...........0.... 00. c eee eee ee eee ee 30,920 30,450 
Extraordinary Item 
Gain on sale of the United Kingdom subsidiary, 
net of:$475,000rdeferred income: taxes a0)..1005-0e ee eee 1,347 a: 
Earnings for the Yeare2 sn ee ow Screg 0 ee oe ee ee 32,267 30,450 


IAC Limited and Subsidiaries 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1976 


1976 1975 

‘ $000’s $000’s 
Shon ISS OIE CIS SOB a gi SIs tae ele, lle 0s ae eg mA a ee 32,267 30,450 
Mears AO SEIT CLOT ECCNSIAT CG cert eee fie 6 8 ais Ac pS bale hs Ekin e ogee cel aik alarW i been wu lee v0 926 988 
Earnings Applicable to Common Shares .............. 00. ce cee cece tne teen teen nee 31,341 29,462 
teens onecommon shares at $1.14 per share (1975—$1.09) ....... 0 cc cece cc cece eens eeeen 15,440 14,737 
See Mer eMC EVITICCIRIFIN CINCH OUGIN CSS ae ton, oi cis chin oko ess ssandns wt dic east oso Woes Ais Noula ote od Gis eae ai 15,901 14,725 
Marmmeomrercycco snares purchased 1Orvcancellation, ; ...5.<cades abe ees eaves oiak asus ceeeeese 302 114 
eer emnercraincdveainings [Om tes yea Ce. ihe e dood oe oe va hee eee a Meee eeSine dee 16,203 14,839 
ie ee econnineceatsOce nmin arOls Veal «cm iiis-< os (is Sie eos eA Ws see iG a wea eels a arnt be ou 149,907 =135,068 
Beene arminoceat Cd Ol Veal (NOLE4) ca. deus Fes a ks ee kee oa ee Gees beh SERA CRATE e ee 166,110 149,907 
1976 1975 

($) ($) 

Common Stock Earnings per Share— 
Calculated on daily average of common shares outstanding—13,543,285; 
1975—13,513,111 (note 5) 
RDBES CCH MO TE AOTC RIVAL Ved CELI es 55 shcs craze’ 1c) est ave warts we Ot Ie Sak ees 10 diene ines 2.21 2.18 
(WME PST RON LEAOLGINAL VAILEIY ol 5 1. cece OiEE: wx one reece Mena age eR aa aut rallies rey eo ace n9 2.31 2.18 
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IAC Limited and Subsidiaries 


CONSOLIDATED BALANCE SHEET 


as at December 31, 1976 


ASSETS 


OFT) | aaa Airs oer re eer renee nn AE ENING Ah cei. dike Gane OS Gat Ow aoe 


Receivables 


Sales financing—wholesale: 65 53's wie woe oa 0:0 sis aw ole evento re ed a conte eee Paar 

Petal}: < Yeas ta esis sees Bless ace wo Ieee eels oe eee IRR ota eee rhs 
Dealer 1Oansy 0.5 ii. 5: ea wees sistial's ses hd ato shane” «cal ba) oe arene cette atte CNet Lye Ree eee ee 
Inventory financings 22045 ieee gis Soa Coie o, leo ie sm as eR ere 
Consumer: JOaNS oii... '. ox Haine oS: 3 ect eca. Sinise nach eh are 6 once 9 Rain Wie la ets teeetete to ieE Raree eee aE 
Residential mortsages: 6) ke cee aa Se avin s his a) ois + tos outer he eaten eee ten a 
Commercial. loans and ‘Mortgages. 22.5.5. side so + we eden rae diet emt eae ce 
Leasing 22 aincie sh cee oie seer e wie tela els ale. 6 Lin wo gas Rete Onan ea eee ee 
Oi) cian Aer en ere nr rm EIR CCG och CoM OOo 60 80 bo Sub 


Marketable Securities—at cost plus accrued interest 


(quoted value 1976—$19,953,000; 1975—$15,983,000) (note 7)... - 0. .1- sso 
Commercial: Paper Receivable. (note 7). ..200..% 6.0 us soos wate nets ere it 9 ele ornare aoa ere 


Investments in Non-Consolidated Subsidiary 
and other Companies 


Life assuranceisubsidiary, (note; 1 (a))co os <7. ss ote epee = eee oe eae 
Mortgage:insurance company (notes (a) 7 .4....tee ence ree ee ee ee et ee 
Other companies—<at: COSt sooo here voto ake oc cle © oes tet seme erince State eae te ee ne tenon stan 


Other Assets and Deferred Charges 


Cash committed’ for: preferred stock retirement 22.255 4- ae eee eee 
Income taxes recoverable: 2. 22%.) ners cc.ts cols es a hace eee een eee 
Leasehold improvements and -prepaid-expenses 5. sss) ee ore ee era 
Unamortized debt discount and: expense, <2... 2 2 cede eee een 


Premises and equipment—at cost, less accumulated 


depreciation of $6,234,000 (1975—$5;859,000) a. . nse Pt age eee oe Rieter 


Signed on behalf of the Board K.H. MacDonald, Director D.W. Maloney, Director 


1976 
$000’s 


57,774 


275,209 
764,774 
16,452 
12,461 
203,709 
248,880 
63,385 
710,217 
6,674 


2,301,761 


24,057 


2,277,704 


20,959 


16,325 


8,615 
6,402 
1,564 


16,581 


248 
2,691 
13,365 


4,319 


20,623 
2,409,966 


23,640 


19,858 
2,390,847 


IAC Limited and Subsidiaries 


CONSOLIDATED BALANCE SHEET 
as at December 31, 1976 


1976 1975 
oe u ee . $000’s $000’s 
Memmrcumlremiand: BANK LOANS, © «gc oc 5 <6 ccs 0s 6 ei diy cadmas ons ware deem e hint ese cede es ah 17,500 28,122 
ere IGT CLIN TINOLCS oe. sig se ghee ole obs clevera cise sleeve waletealern © ties: iden bain’ 603,662 677,742 
Secured Term Notes (Schedule A and notes 1 (d) and 9) 2.0.0... ccc ce cee cece ee ee nee 761,993 670,183 
SePRPIMECSE SCMCUIC 5 ANCBNOLE.9 mei acc bees Seas ie cb we nod 2h RE Ce ee ae ees 122,176 126,897 
Subordinated Debentures (Schedule C and notes 9 and 12) ...... 0. ce eee ce cee ee eee 35,158 395355 
@eeecured lerm «Notes: (notes 1 (d):and:8) 265. s.2 see eee levee cee babs eee view bee ecbewes 5,458 1,904 

1,545,947 =1,540,203 
Payables 
eee em Ale wand acctuled: WADIITICS cjarccuic asian «4 5 oe 0-0 4 sols eee ewe eb Hoe Esse as 85,307 79,004 
DS RSG a Se RT NR Soles RE ec eh ae ee me Sg ars are 1,885 S337, 
SRLS SCLC TOE EG OTA aan fe ee Wee er ear 14,810 16,613 
102,002 98,954 
EME CEIRCOMES(IOC. |) kre eo al ok Geen ees Wc DES aa SS DR PA ee a aes 375,588 406,005 
Unrealized Foreign Exchange Gain (note 1 (d)) ..... 0... cee ccc cee ee ee ee cee teenies 3,624 1728 
meREOErneaimne Taxes (note | 1). 0 co cc ccc civ agsilena nes, ois dp ddidle a Bi sale h ie Oe sie eecala Oba be eae 149,044 250135 
2,176,205 2,172,025 
SHAREHOLDERS’ EQUITY 
Capital Stock (Schedule D) 
Rte eT CMES AEC el Urge oh ace, as te Say bh as et MNES cee EL Be SPL Wns oo Bz Obs, 6 16,623 17,918 
SRE OME ST ALC SEC TOLE 12) co! ay cians teres toh ale adtee hy Mae, ANAL Sinaloa cy area Pee fioiacculaRdica oe 8 atti Ss 51,028 50,997 
67,651 68,915 
Reem CTIBE. ALMIMOS AC LOLET 4.) ase) ocr Soar 20 Bxt issn ol Oa CaUS eG ony Sins smnaegee staan aaah Pera jaya 6 166,110 149,907 
233,761 218,822 
2,409,966 2,390,847 
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IAC Limited and Subsidiaries 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
for the year ended December 31, 1976 


1976 1975 | 
$000’s $000’s 


Sources of Funds 


Operations— 
ELarmin 2S 0. ocaceie ee 5G les cling eae 0 ale © late e hls at's hl so le eaiteNa ot aansr ghee a eae eeenrt ngs Meee eee ate errno 30,920 30,450 
Amortization of debt discount and expense. ~.....5.9). ms « eee eta eee enone ore eee 2,263 1,322 
Amortization*and depreciation, of fixed assets. 5. sito. esc en screen ee cee eee nee: 175i 1,708 
Provision for-deferred income:taxes :.. .insc.3 maces cee wae ee eee 23,434 23,143 
Contribution to earnings of unconsolidated 
subsidiary and mortgage insurance company ©. << 6. se os ee hee re eterno ee (1,363) (1,142) 
57,005 55,481 
Borrowings— 
Short-term idebt—issues, less redemptions 72. 2250.00 co set eee sete nee eee (86,093) 79,377 
Other term debt— 
Proceeds: from new borrowings... < tg. .c.assa/ss ee ee oe ee este rem eat eee 238,442 117,293 
Redemptions ie scien eg eee ear hk oo BR aw we eae TT eo Tee a 149,914 68,063 
88,528 49,230 
2,435 128,607 
Funds received on-sale of a ‘subsidiary: «25 a: setack anu oe oan tert sot oe ied, fort eee 10,447 — 
Less: Cost Of assets SOG) cbsct5 sic con vies slau. suse a Oe ae eee ere (8,625) — 
1,822 — 
61,262 184,088 
Uses of Funds 
Increase (decrease) in operating assets— 
Receivables— 
Sales financing, dealer loans and inventory. financing 2. wen oe ee eet ee (15,559) (31,311) 
(Grorethinele) cel (oy-c se ee ee enn nner hw nines dune Goce ON Bi clomu - (12,741) (167) 
Residential mortgages ..0:.5 .5:.o4 ah es cs ds sand ace Rip ere ro ete Hee OI ee ee eee 46,633 26,628 
Commercial loans*and mortgages... <s2os ox 5 ee cee se nereme niet terete tae keira oh genre eee (188) = =13,094 
| ar: ae ee a a are oT a PE AS aan AU IN ent Giri Obit DDS rm oe SOOO S (14,623) 226,139 
3,522 234,383 
Less: Increase in allowance.for doubtful receivables’ eee ee ee eee 417 2,984 
Increase’ (decreasé) ins uneamned Income. 2. ee ere ee eee (30,417) 91,238 
33,522 140,161 
Investment in marketable securities and commercial paper 1. ee 16,419 1,069 


Capital stock— 


Preferred ‘shares=—cost ofsredemiptions. .2 - «= a. ue et eee ey ee cone iol rotate he eee tee 993 363 
Common sharés—proceeds Of issues’ ..220 snus orcas Se ne ee kee ice eee ee (31) (815) 
962 (452) 
Investment in mortgage insurance and/other companies s..e oe. ee eke ne 1,356 134 
Dividends paid on-preferred and common shares, 4. no te ers eee 16,366 15,723 
Other— 
Net. decrease (increase) imspayablesy. .aa24e. she ee eee is ie te ee (4,415) 8,259 
Net increase (decrease) in other assets including 
Other TECEIVADILES wishes B'S Oe oes behest OE Om Re ia cec On onc ee eleanor 4,235 651 


IAC Limited and Subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


for the year ended December 31, 1976 


1. Significant Accounting Policies 

(a) Principles of consolidation 

The statements consolidate the accounts of 
the company and its subsidiaries with the 
exception of those of The Sovereign Life 
Assurance Company of Canada. The 
accounting practices of this subsidiary are 
in accordance with the requirements of the 
insurance laws of Canada and therefore 
consolidation of its accounts is considered 
to be inappropriate. The investment in its 
shares is stated at cost plus the parent 
company’s portion of increase in 
unassigned surplus of the subsidiary since 
acquisition. 

The company’s 40% investment in 
shares of The Sovereign Mortgage 
Insurance Company has been accounted 
for on the equity method. 

(b) Recognition of revenue 

Precomputed charges on sales financing 
retail receivables for terms for less than 
forty-eight months and on consumer loan 
receivables are taken into income using 

the sum-of-the-digits method on an account 
by account basis. Because this method does 
not maintain the original yield over longer 
terms, on sales financing retail contracts 
written for terms in excess of forty-eight 
months, unearned income is taken into 
earnings on the actuarial yield basis. 

Discount on residential mortgages 
purchased is brought into income over the 
remaining term of the mortgage using the 
actuarial yield method. 

Leasing transactions are reported in 


accordance with the financing method of 
accounting. The excess of aggregate rentals 
over the cost of the leased asset is recorded 
as unearned income at the time of the 
transaction. Income is taken up over the 
term of the lease pro rata to the declining 
balance of the investment. Gains arising 
from residual values of leased assets are 
reflected in earnings only when realized. 
Contractual disposal proceeds negotiated 
at the inception of the lease are included 
in unearned income and taken up as 
described above. 

Casualty insurance premiums written, 
less an amount representing estimated 
acquisition expenses, are deferred and then 
taken into income evenly over the term of 
the related policies. 

(c) Allowance for doubtful receivables 
For IAC sales financing, dealer loans, 
commercial loans and leasing, such 
allowance is established by evaluating 
individual accounts. For consumer loans, 
sales financing by Niagara Finance 
Company Limited and residential mortgage 
receivables such allowance is set up as a 
percentage of total receivables. In all 
companies, after collection possibilities 
have been exhausted, any balance 
remaining on an account is written off. 
(d) Translation of foreign currencies 
Unhedged assets and liabilities are 
translated to Canadian funds at current 
exchange rates. Fully hedged borrowings 
are recorded at exchange rates established 


2. Gross Income 


Ree eIITATICINO aisha tic cerns tee es oes ends 
SRCHIGUMTICT MOANS oe 5cces doc ag en nke release ce 
BMemicre Tt IAlMINOEU@AGES. 8 < sc so oe ee cine eee is 
Commercial loans and mortgages ........... 
“DST aS = cat oe een rea SPP “ 


Provision for doubtful receivables ........... 


Casualty insurance premiums |............... 
Marketable securities and commercial paper 


alle: ') © 0) « [6 00/1810) \e)/e1[e19 ee, © (91.0 e/.e,.01'6 1¢115)1e 01/6, \91:61/e- 6) (a) 81,6 16a) ia '9ye elise 
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under forward exchange contracts. 
Exchange gains and losses on current assets 
and liabilities are considered to be realized 
and are reflected in the statement of 
earnings for the current fiscal year. Net 
unrealized exchange gains resulting from 
the difference between the current 
exchange rate and the exchange rate at the 
date the proceeds of unhedged term 
borrowings were received are deferred and 
carried in “Unrealized Foreign Exchange 
Gains” in the balance sheet. 

(e) Amortization of debt discount and 
expense 

Debt discount and expense is amortized 
over the term of the related debt 
instrument. If the debt is prepayable or 
exchangeable at the holder’s option, the 
amortization is calculated to the first 
optional maturity date. When a debt 
obligation is redeemed prior to maturity, 
the related unamortized charges are 
written off in the month of redemption. 

(f) Methods of depreciation 

Buildings are depreciated on a straight-line 
basis at the rate of 2.5% per annum. All 
other physical assets are depreciated at the 
maximum rates allowed by the regulations 
of the Canadian Income Tax Act for 
claiming capital cost allowance. 

Leasehold improvements are amortized 
in accordance with the regulations of the 
same Act over the term of the respective 
leases. 


Increase 
1976 1975 (decrease) 
$000’s $000’s $000’s % 

131,066 127,612 3,454 Dol 
39,242 41,358 (2,116) (5.1) 
33,451 Dio 6,139 2255 
8,004 6,134 1,870 30.5 
47,779 34,846 12,933 37/1 
259,542.) 237,262 22,280 9.4 
11,617 10,628 989 9.3 
247,925 226,634) 21.291 9.4 
19,311 14,977 4,334 28.9 
1,990 1,539 451 29.3 
269,226 243,150 26,076 1057 
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IAC Limited and Subsidiaries 


3. Remuneration of Directors and Officers 1976 1975 
Aggregate remuneration of the IAC Limited $ 3 
directors as directors of: 
TAG Teimmited ideo hc Bem 5 SAGs Phe co icin sar ave sa Pe BER ne aCe eT Ce eee nee eet oe 88,452 78,285 
Niagara: Finance Company Limited! 4. sic14 chelate ore i cncssinle: tact ee chat br eae ne Re tee ere eke ik 18,150 15,400 
The Sovereign’ General Insurance Companys... utc. 2: cena ten ee tteiee iat ore et eee 9,500 8,400 
The Sovereign Life Assurance Company of Canada. .....20- 1.0 ccun deena cantons cee ae swe emacs 12,400 9,950 
128,502 112,035 
Number of directors'of TAG Wamited 5.2cc0s costes teense cos nee ee ee Re moieties ee 25 1384 
Aggregate remuneration of the IAC Limited $ $ 
officersas officers OF TAG Limited wsscgyenrd oe ook cath ace aye ecelovs Sheng a cee ee ee 1,513,671 1,542,500 


Aggregate remuneration of the IAC Limited 
officers as directors of: 


Niagara Finance-Company+ Limiit€d s.4.5 30 soars 25-5 2.2-serusk er reveie epetetenete ere eu carenn ee Tegeeoee 10,050 10,050 
The: Sovereign General’ Insurance Company” s.ei%ec.. i@ oan sae see eee eee eee 3,000 4,500 
The. Sovereign Life Assurance Company of (Canadad=saanct te tener ae it a ete ree gee eee 2,600 5,200 
15,650 19,750 
Number.of TAG imiitedsOnnicers oss. 6.5 .ac Sra hiv one ao ahaa pu the wore e nr enhone recente eee eae ere ee 26 24 
Number-of TAC Eimited officers who-were also directors’ \..55-ess-5- eee eee 4 3 
4. Retained Earnings — Statutory preferred shares purchased for cancellation, 
Appropriation had been set aside in the accounts out of 
As at December 31, 1976 an amount of retained earnings (1975 — $7,082,000). 


$8,377,000, equal to the par value of 


5. Fully Diluted Common Stock 1976 1975 The calculation assumes that earnings 
Earnings per Share $ $ applicable to common shares were 
Assuming that all conversion rights (1) Before extraordinary increased: 

outstanding at December 31, 1976 had item. 2;4aree ee ee 2.10 2.07 (a) by $21,500 representing the elimination 
actually been exercised at the beginning of (2) After extraordinary —— == of interest, net of income taxés, 

the year, fully diluted earnings per item ee 2.2 2.07 attributable to the 7% convertible 
common share for the year ended —— = — _ subordinated debentures, and 

December 31, 1976 would have been: (b) by $1,163,500 representing the 


elimination of interest, net of income 
taxes, attributable to the 912 % 
convertible subordinated debentures. 


6. Maturities of Gross Receivables and Payables (in millions of dollars) 
1 Z 3 4 5) 6-10 Over 10 
year years years years years years years Total + 
Receivables 
Sales financing — 
Wholesalenhos eh eee ee eee DIED — — — —- — — 2732 
Ree tail ace race slate sctvens orses Ne eee ioe bee ieee oes cere 381-9" 22309 103.4 2557 10.7 iat 0.1 764.8 
Dealer-doansy: os stn poses ccccee ee Some ec keine 5.0 a5) 2.4 is pag | 3 0.2 16.4 
Inventoryaiinaneine@ actos cae ae ee ee 12:5 — _- -—- —- = —- ws 
Consumer loansiccacscscercrssc te eee Po en ere 92.8 68.2 33.3 8.2 te —- a 203.7 
Residential morteacesair oaasnce ae a oy los ens 76 9:5 11.8 136 11.4 53.2 141.8 248.9 
Commercialdoans:and MoOmeagesy..: 4.2 .ce see cae en 20.4 128) 9.6 6.8 10.3 3.0 to 63.4 
TGASID Ss Re cccentee Rectan etna treet any ee eee Aen ne ee 103.6 99.8 84.9 67.2 55.8 193.7 105.2 710.2 
Other seceivables: ste <n useitracit oe toe eee es 6.7 _- — — — a= —- 6.7 
90571 2424107 245.4 12258 92.1 203.3 248.5 2,301.8 
Payables 
| Boot Suen rere Cree MERTENS s-, SER RS yee Pree b 715.4 67.9 35.8 Teh 53.3 430.0 163.9 1,546.0 
Others: 35 se mene reais Suen ne ot ea O35) 583 pes) 0.5 0.2 0.2 —- 102.0 
808.9 73.2 38.1 80.2 Sai) 430.2 163.9 1,648.0 
Excess of Receivables (Payables) ...................... 96.8 350.8 207.3 42.6 38.6 (166.9) 84.6 653.8 


*Allocation not adjusted for sinking fund, mandatory redemption and purchase fund requirements. (See note 9). 


IAC Limited and Subsidiaries 


7. Marketable Securities and Commercial Commercial paper receivable includes 
Paper Receivable that which is held by the casualty 
Marketable securities include those held insurance subsidiary at cost plus accrued 
by the casualty insurance subsidiary, at interest amounting to $6,315,000 

cost plus accrued income, amounting to (1975—$2,914,000). 


$17,206,000 (1975—$14,196,000) (quoted 
value 1976—$16,200,000; 1975— 


$12,228,000). 
8. Unsecured Term Notes 1976 1975 
Unsecured notes comprise: $000’s $000’s 
Parent company— 
8% term note for U.S. $3,879,000 (1975—nil) repayable in equal 
ee eree eT AEE SEA ITINCN CSe UTI CH Ghd 9 GOL atte eal ce ere orainns nist or areata 2's KEV S140 © Pa ace a ERM aaa ole ecb ea eee cen 3,913 — 
Niagara Finance Company Limited— 
6% term note for U.S. $1,533,000 (1975—U:S. $1,874,000) repayable 
Meme MES -AINIt Al eINStA MONIES AUN ELL ol 98, beer cick aie cajun. slevovs otele 00d sos opal isle ero eles eos el Gecigpatncateialctd SG any Sau ece « 1,545 1,904 
5,458 1,904 
9. Sinking Fund, Mandatory Redemption Certain issues have purchase fund (In millions of dollars) 
and Purchase Fund Requirements requirements which are non-cumulative Years ending December 31 
The sinking fund and mandatory and under which the IAC companies are 
redemption requirements for the years required to redeem only debt instruments LOU ae aiceeR take th eae eae ees $18.0 
ending December 31, 1977 to 1981 are offered to them subject to limitations as OT Sime hee iets oceans, Sale Bearers ee $15.1 
as follows: $000’s__ to price and aggregate annual amounts. jbo AS ie cl kee Pet eaten a a eee $14.0 
UOT nls 2,665 ‘It is not possible to predict the amounts LOS OP ete uae ota eee $11.4 
MMR ss wav sieele wile wie es 5,639 that will be offered by holders. The CO SMart nso onie se mien $10.2 
6 5 5,650 maximum purchase fund requirements TOS 2 TOSGi ee te ele eee $30.1 
ULE 5 des Se 5,650 for the years ending December 31, are Biehl OO. eee ce eatin Coe $29.2 
Ro aisles since vices aes 6,255 _ as follows: 
10. Unearned Income 1976 1975 
Unearned income comprises: $000’s $000’s 
inearned service charges relating to sales financing-retail receivables ...4....2.02 .0:ce2eeeecceeceveevens 110,005 116,371 
menmnie aecervice charges relating to, consumer IOaNns 42 .a..~ sc fae aa ees Se Se vel Oa a eae we Sam eh enews 32,198 37,435 
Muanenie daincome srelating to. residential MOL Gag eSwrn ..in nim vente gale wa oeihe cree ceiele ee ee ere Osis ck se Raed aes 4,266 4,153 
ne rieasinCcolne felting LO sICaSIN® - FeCelVaDIes.« «sais son ta,sus a cds bo ras Bite ne on Pee erana aint Nick a Ses Sao ors 220,613 242,382 
Pee ENC CURC ASU al LV IMStiranCe MNeLilUiMiIS) ative os aot aco eee lela a oemate Soe eee ee sep to aioe Re eee Bee ne 8,506 5,664 
375,588 406,005 
11. Deferred Income Taxes 
Deferred income taxes arise from timing 
differences relating to the treatment for 
income tax purposes of income and 1976 1975 
expenses associated with the following: $000’s $000’s 
MAOTISALE TECEIVADIES as eee eee soy og Che Sin. 2 phy MPRA Seaton sche eres corey NR eae Neto a  s ba a6 0s wad ec cars 1,003 765 
Penamorctized debt discount: and expense s.ce% o- ao cee eae eo eel e osscn ae penta teste ooh pc's 2 Hea eres 718 £130 
Mee THISeSFANG COUMDINEN tae So c--icmie se ois = losayslt elo euasrere Rae 8 rca lone Sve casey ernie PEM ee A Tat ier alelnaa he rey aie 184 1s) 
ieneatned casualty insurance PreMAUMS «sce vi. cges oa Nome opie pane = teed ele eee seein aie see One Fy lee eae 1,019 676 
“SORTA atoes CE 1] CO Bree G0 ae a SnInic eae enn A co wena ones Seen GnGe tt kao cit oY me SO ons ee OO 146,120 122,369 
149,044 =125,135 


Ly 


IAC Limited and Subsidiaries 


12. Common Shares 

Common shares are reserved for issue 

as follows: 

(a) Conversion right exercisable until 
October 31, 1977 at 70 shares (equivalent 
to $14.285 per share) for each $1,000 of 
principal of the 1967 7% convertible 


SUDOKGINALCEEdeDentUCSaInEe erie 


(b) Conversion right exercisable until 
July 14, 1979 at 50 shares (equivalent to 
$20 per share) and thereafter, until July 
14, 1984 at 46 shares (equivalent to 
$21.74 per share) for each $1,000 of 
principal of the 1974 912 % convertible 


subordinated debentures ..................- 


13. Commitments Under Leases 

The companies have leases on office 
premises used for their business, requiring 
rental payments as follows: 


14. Contingent Liabilities 

IAC and some of its subsidiaries are 
parties to certain litigation incidental to 
the kind of business conducted. In the 
opinion of management, the ultimate 
liability, if any, will not materially affect 
the companies’ consolidated financial 
position or results of operations. 


15. Conversion to a Chartered Bank 

The directors and shareholders of the 
company have approved the conversion of 
the company into a chartered bank. A 
private member’s bill, currently before 
Parliament, must be passed before 
conversion can commence. 


16. Anti-Inflation Act 
The company and its subsidiaries are 
subject to the provisions of the Federal 
Anti-Inflation Legislation restraining 
prices, profit margins, compensation 
and dividends. 

It has been publicly stated that the 
Anti-Inflation Board will deal reasonably 
with companies holding large proportions 
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YA ee 42,000 
A heen or sone 1,194,950 
1,236,950 
Approximate 
Years annual rental 
$ 
OU Tee ae eee 2,729,000 
OTS ies ccccn ee see ee ee 2,396,000 
197 OC ee Se eee ee ee 2,002,000 
1980 ee eee 1,237,000 
1981 ....cecce ie eee 709,000 


The aggregate rentals for 1982 and 
thereafter amount to $3,998,000. 


of their assets and liabilities in long-term 
contracts entered into in earlier years. 

In the opinion of management it can be 
demonstrated that any “excess revenues” 
during the control period to date derived 
from transactions originated before the 
inauguration of the Anti-Inflation 
controls on October 14, 1975. 


IAC Limited and Subsidiaries 


DETAILS OF SECURED TERM NOTES 


as at December 31, 1976 


Payable in Canadian funds— 
Parent company 


Niagara Finance Company Limited 


Niagara Realty of Canada Limited 


Payable in U.S. funds (note 1 (d) )— 
Parent company 


Schedule A 

Year of Rate 1976 1975 
issue Series % Maturity date $000’s $000’s 
1959 Sly: 5% 72.45) sb beat BS he Meer an eon aes 6,000 6,000 
1959 BAe 6% Decembernl 10 9a eas os 5,000 5,000 
1960 WS 6 AUSUSE OO SOs teeth o£ 7,500 7,500 
1961 ox 5% November 15 -198105..-: . 8,500 8,500 
1962 ae Oe SAO SIs 2 lO So eee cic ener so as 10,000 10,000 
1964 28. 5% September 5,984.22... . 15,000 15,000 
1965 mol? 5% Wiarci apt OS ei s.eat tees ws 12,500 12,500 
1965 30" 6 December lee 9G eas tree 5,000 5,000 
1966 34” 612 February liad 986 cal fos. os. 6,000 6,000 
1969 eo ent 8% Wha ls gl 97D wie one eee oka s 200 200 
1969 Pe ee 8% May elie SO aoer peek eens 5s 1,200 1,200 
1972 eB9e 7 © 854 Septembenginnl) 9 laa ira ac. 28,625 30,368 

1976 — 91% Via id Sipe Siliere et tame ous 25,000 — 

1976 Sat 110Y4> Ve ulywsO LOS Sins oo te sas es 100,000 — 
230,525 107,268 
1964 9 G4 5% A DUI MISO 8 Ao es eee os a 10,000 10,000 
1964 De 5% May RlahS S528 ee. Mie 5 10,000 10,000 
1965 4 5% MayelemlO 8) gaeien weet oes es 10,000 10,000 
1966 “ar 1% December alOSOe ce sc. s. 5,000 5,000 
1968 ye 8% Mayall OS Stee aay rie cient 7,500 7,500 
42,500 42,500 
1970 Age 9% Decemberntt531990) 20s. 4,610 4,710 
1971 Bet Th Decemenel Sag hO SO. aaa 18,516 19,156 
1972 Gee 8% PU CUSte oh OS 2m ar. tet atasens 13,465 13,541 
1973 Bee Th ER SIE) SST es eas ee oe 18,801 19,331 
1974 oe BAe 9 WiarC Myatp GOA. Mire. Betis 23,460 23,994 
1974 Ohi POVA UME RS OS ere ee lei. 9,834 9,834 
1974 SEUSS 10 Seee Decembersl Seal OS4ns 0s. 13,494 13,649 
102,180 104,215 

Par value 
U.S. $000’s 

1957 ESE: 51% February 15, 1977 .. 15,870 15,870 16,121 
1962 ii 5% October 1982"... : 10,000 10,088 10,158 
1963 Seay ie 5% Aptil LTO Sir... a 10,000 10,088 10,158 
1964 29% 5 October 1, 1984 .2.. 10,000 10,088 10,158 
1965 S506 5 February 15, 1985 .. 15,000 15,132 15237) 
1965 Bae 5% October. 1987 ss: 20,000 20,176 20,316 
1966 ae 5% February 1, 1986 . 12-825 12,938 13-027, 
. 1968 30m) 4 October 15, 1986 «.. 11,300 11,398 12,240 
1969 “30 5) 912 Junerie L990 ee TaL050 13,165 132256 
1974 AQ en 94 May 15, 1994 ...... 43,000 43,378 43,680 

1976 “Al"# 914 March 15. 1983". 50,000 50,440 — 
211,045 212,761 164,351 
1975 ss Omens 10%. September 1,, 1990 =. 28,500 28,745 30,474 


Niagara Finance Company Limited 


Holders of “37” notes due in 1979 have 
an option to exchange these notes at 
maturity for either 82 % 1984 notes or 
834 % 1989 notes. 

Holders of “38” notes have the right 
to prepayment on June 1, 1980 or 1985. 
Holders of “A” notes have the right 
to prepayment on December 15, 1980 

or 1985. 


Holders of “B” notes have the right 
to prepayment on December 15, 1978. 

Holders of ““D” notes have the right 
to prepayment on May 15, 1980. 

Holders of “E” notes have the right 
to prepayment on March 1, 1980. 

The parent company has guaranteed 
secured notes of Niagara Realty of 
Canada Limited as to principal, interest 


and redemption premiums, if any. 


*These notes have purchase fund 
provisions (note 9). 


**These notes have a sinking fund 


provision (note 9). 
#These notes have mandatory 
redemption provision (note 9). 


EEE SS ene eee ee eee nee ee nn nn en ne ne een nee ———— 
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IAC Limited and Subsidiaries 


DETAILS OF SECURED TERM NOTES Schedule A (Continued) 
as at December 31, 1976 
1976 1975 | 
Year of maturity $000’s $000’s 
Notes issued at rates of interest 
varying from 6.875% to 10.25% 
Payable in Canadian funds— 
Parent company os Me AR i in cl tha Sean Yeo SG or — 62,738 
LOTT acc: oer RS Cee ae rer 50,508 53,008 
OM ee rare ee are a rn he aia Med SAS GROEN 43,505 12,505 
VOTO os ache Ge aeatdetal xe ntl Ok Taree Ca a eee ee 290 290 
ihe]: | 0 RIN om terme ASS 4 Ua rcs Ne ued 5 2,515 2,56 
96,818 131,056 
Niagara ‘Finance Company Limited ~19:76) “uu of aie ote eee ee ee cn — 11,314 
VOTT ica sen sae aie apie 6 See ae wie le ee 880 880 
L978). & is nd be yee ea eae <a ae eee eee eee 172 172 
Le i: MeO Be ee U AR ren lem Strnad & SGT cdc 15 15 
L980 ono vine osha Hie eoeyelter st ate eye, e ete sc teksten eee eee 20 20 


Par value 
U.S. $000’s 
Payable in U.S. funds (note 1 (d) )— 


Parent company 1976) oS ER eee Oe er eee ere — — 6,839 
1977 2s. «sedan eer eene ie ec et eee 5,800 5,816 3,834 

L978. <2. «aa oehap eee eeucneerars eee ata eres aeagee ee mnee 1,800 1,815 27,224 

1979) oc OO Dae ee ee eee 1,800 1,815 1,828 

1980) oc Pas eee ee ee Oe ee 1,800 1,815 1,828 

LOST xe a's. Sie sostcmet aay eee ck eae ea eee 1,800 1,815 1,828 

POB2 ~ ankyt hee tees orale eee sea cea earn 20,000 20,178 20,316 

LOGS aoe circles ae aoee Ue eee ee eer ere eee 10,000 10,088 10,158 

43,000 43,342 73,830 

Niagara, Fmance Company Limited) “1982: 25 oan see eee eer 1,000 1,009 1,016 
L983 oa. ca geshae ect eee mene ee pene rn are 1,000 1,009 1,016 

1984-0... «ccd page eter ee a ee tere toes 1,000 1,009 1,016 

L985. saceiggie st eager ete tae ae ene eae 1,000 1,008 1,013 

4,000 4,035 4,063 


761,993 670,183 


The following secured notes payable 
in U.S. funds have been converted to 
Canadian funds at exchange rates 
established under forward exchange 


contracts: 
Parent company 
OO. MOLES sce stares amy c ccm act co bck) EC RRS: ator lt ete Ra ey cng er eae ene 15,870 
“36 notes.purchase fund srequirements sa ceic. ee ran Acne fais Rote eee tone 750 
Notes issued at various interest rates: 
mature T1977 aware ate wns eo. te ee ted eee ec oe tense ce 5,800 
Niagara Finance Company Limited 
“6. notes sinking fund requirements ..\-t.0. +5 one ee ee ee 1,500 


All other notes payable in U.S. funds 
have been converted at current 
exchange rates (note 1 (d)). 


IAC Limited and Subsidiaries 


DETAILS OF DEBENTURES 


as at December 31, 1976 Schedule B 
Amount 
authorized Outstanding Outstanding 
Year of Rate and issued 1976 1975 
issue % Maturity date $000’s $000’s $000’s 
Payable in Canadian funds— 
Parent company 1957 A January 15,1977. 12,000 5,324 5,700 
1957 OWouly September 1, 1977 5,000 3,050 S583 
1958 > February 1, 1978 . 6,000 3,127 3, 25h 
1959 Ga = June Po S7o ee. 10,000 6,686 7,101 
1960 64> February 1, 1980 . 10,000 7,000 7,344 
1961 524 ** July -2;) 0981s 10,000 7,558 7,805 
1962 304 5 February 15, 1982 10,000 7,102 Wao 
1965 61> December 15, 1983 10,000 6,654 6,925 
1966 ee December 15, 1986 10,000 6,689 6,775 
1970 WF October to1997, 15,000 11,793 123999 
1975 934 ## March’ 255 1095"; 30,000 29,785 29,785 
94,768 98,080 
Niagara Finance Company Limited 1972 8 ### April 17,1977... 11,978 = 
fom s Pee: | Apit17, 4002... 9 220? 430 13,817 
1974 11%#### October 15, 1994 . 15,000 15,000 15,000 
27,408 28,817 
122,176 126,897 
/ *Sinking fund debentures (note 9). thereafter. Holders have the right ####These debentures have purchase 
**These debentures have purchase fund to prepayment on March 25, 1983 fund provisions and the holders 
provisions (note 9). (note 9). have the right to prepayment on 
#These debentures have purchase fund ###These debentures have purchase October 15, 1979, 1984 and 1989 
provisions until October 15, 1982 and fund provisions and the holders (note 9). 
sinking fund provisions thereafter. have the right to prepayment on 
Holders have the right to prepayment April 17, 1977. The option for 
on October 15, 1982 (note 9). prepayment expired on October 
##These debentures have purchase fund 17, 1976 and holders of 
provisions until March 25, 1983 $11,978,000 elected to exercise 
and sinking fund provisions their right (note 9). 
DETAILS OF SUBORDINATED DEBENTURES SchedulerG 
as at December 31, 1976 
Amount 
authorized Outstanding Outstanding 
Year of Rate and issued 1976 1975 
_ issue % Maturity date $000’s $000’s $000’s 
Payable in Canadian funds— 
Parent company 1966 6747 August 15, 1984 . 15,000 10,659 10,825 
1967 7 **# November 1, 1985 10,000 600 630 
1974 914**## July 15, 1994 .... 24,000 23,899 23,900 
35,158 a5 555 
*Sinking fund debentures (note 9). provisions until October 31, 1977 and ##These debentures have purchase fund 
**Convertible debentures (note 12). sinking fund provisions thereafter provisions (note 9). 


#These debentures have purchase fund (note 9). 


IAC Limited and Subsidiaries 


DETAILS OF CAPITAL STOCK 


Schedule D 
as at December 31, 1976 
1976 1975 
Amount Amount 
Shares $000’s Shares $000’s 
Preferred Shares 
Authorized and issued—4!2 % cumulative shares of $100 
eacharedecmablerat S10 lec eee reer tacee ten eee eee 100,000 10,000 100,000 10,000 
Purchased: torscancellation «22942. ..6 ne cata eee 61,824 6,182 52,736 5,274 
38,176 3,818 47,264 4,726 
5% % cumulative shares of $25 each redeemable at $26.50 to 
May 15, 1977; $26.25 to May 15, 1981 and $25.25 thereafter 600,000 15,000 600,000 15,000 
Purchasedstoricancellationiny toe wane ce See ee ee eens 87,793 2,195 12;333 1,808 
512,207 12,805 527,667 1331923 
16,623 17,918 
Common Shares 
Authorized without nominal or par value (note 12) ............. 20,000,000 20,000,000 
Issued and fully paid 
Besinning cOlsy eat eats Sco ava seesaes woe nce ieee oe eee ee 13,541,883 50,997 13,487,698 50,182 
Issued during the year 
On conversion of 1967 7% 
convertiblessubordmated*debenturesu. 44 5--4e- miei eee 2,100 30 13,790 197 
On conversion of 1974 912% 
convertible. subordinated: debentureses.. 4 => nee ena 50 1 — — 
For cash— 
Exercise of options granted 
under the personnel stock 
purchase: plan and the’stock optiom plan2.2 2. ase — — 40,395 618 
2,150 31 54,185 815 
Enid OFVear Sosacss ee sae n ede oe eee 13,544,033 51,028 13,541,883 50,997 


AUDITORS’ REPORT TO THE SHAREHOLDERS © 


We have examined the consolidated 
balance sheet of IAC Limited and sub- 
sidiaries as at December 31, 1976 and 
the consolidated statements of earnings, 
retained earnings and changes in financial 
position for the year then ended. Our 
examination was made in accordance with 
generally accepted auditing standards, 


Jap 


and accordingly included such tests and 
other procedures as we considered 
necessary in the circumstances. 

In our opinion, these consolidated 
financial statements present fairly the 
financial position of the companies as at 
December 31, 1976 and the results of 
their operations and the changes in their 


financial position for the year then 
ended in accordance with generally 
accepted accounting principles applied 
on a basis consistent with that of the 
preceding year. 


(Corpses ¥ 


Toronto, February 11, 1977 


Coopers & Lybrand 
Chartered Accountants 


POLICIES AND OTHER DATA 


Accounting Policies 

Accounting policies relating to principles 
of consolidation, recognition of revenue, 
allowance for doubtful receivables, 
translation of foreign currencies, 
amortization of debt discount and 
expenses and methods of depreciation 
are presented in note | of the notes to 
the consolidated financial statements, 
page 15. The accounting practices of the 
non-consolidated wholly owned life 
insurance subsidiary are in accordance 
with the requirements of the insurance 
laws of Canada. 


Branch Start-Up Expenses 

Start-up expenses of new branches are 
charged to current earnings as and when 
incurred. 


Delinquencies 
Delinquent accounts are those on which 
the lesser of $25 or half of an instalment 
is past due one month or more. 

Renewed accounts are analysed on the 


basis of the currént payment schedule 
and extended accounts on the basis of 
the extended schedule. “Renewal” is a 
new contract entered into before the 
expiry of the old for the purpose of 
reducing the amount of the instalments 
originally agreed to by the customer. An 
“extension” means the postponement of 
all or a part of a current instalment. 

The prerequisites for granting 
renewals or extensions are strictly 
determined and renewed or extended 
accounts are carefully controlled. Partial 
payments, no matter how recent, will not 
remove an account from delinquent 
status. The Supplement to this Annual 
Report contains detailed information. 


Intercompany Borrowing 

IAC, the parent company, does not 
borrow from subsidiaries. Subsidiaries 
are not permitted to invest in IAC 
securities either by way of debt instru- 
ments or of preferred or common stock. 


Pension Funds 

IAC has a contributory pension plan 
(based on retirement at age 62) covering 
all permanent employees aged 27 and 
over with more than one year of service, 
except those of the life assurance 
company. The pension plan is based on 
the highest average remuneration 
received over a period of five consecutive 
years prior to retirement to equal a 
“final earnings’’ plan. The company’s 
contribution for 1976 amounted to 

3 18267,000 (1975:31,217,000): In 
addition the company contributed 
$350,000 (1975: $315,000) to various 
government pension plans. 

The Sovereign Life Assurance Com- 
pany of Canada has its own pension plan 
based on retirement at age 65 for 
employees in service at December 31, 
1970 and at age 62 for staff engaged 
thereafter. 


IAC Limited and Subsidiaries 


TEN YEAR OPERATING AND STATISTICAL SUMMARY * 


1976 1975 1974 
Assets and Liabilities ($000’s) 
FP Otalsasse tSoye esto net Aa aes Puan ie ean cide conn meet 2,409,966 2,390,847 2,139,457 
Potable ceiv ables anc. ciwawniecalwacate eats eek ea 2,301,761 2,294,945 2,061,035 
Details: 
Sales financing—wholesale sae lances 275,209 286,167 287,228 
Se (1) Re cP er ETE res 2-8 8 6 764,774 771,584 798,840 
GCOnSUMIGEOANS 2s eeecytets Bro e duets Gr ee ee 203,709 216,450 216,617 
Residential mortgages ENS St ee aR 248,880 202,247 175,619 
Commercial loans and mortgages ee Pee 63,385 63,573 50,479 
MSC AS TING heater erate cic otra ee onc) ata gee ae ee 710,217 724,840 498,701 
Otherreceiv ables aca tenstncteseeaite.e- 2c ee Oe 35,587 30,084 33,551 
TOtal(de tz wcce weetep oer seal e oahu ee a cmense eee 1,545,947 1,540,203 1,407,572 
"otal CQ uit yeep avers rescence te crennne cies san eee eet eee 233,761 218,822 203,645 
Debt to equity ratio: times . 6.61 7.04 6.91 
Operating Highlights oe : ce of gross nea: 
Gross income ..... Re eA 269,226 243,150 221,750 
Cost of borrowed money AG ee ee ere Ro errs Aone 135,265 50.2. 114,265 47.0 115,847 "3222 
General CxpensSesa wee circ. ce «ota e ails seentan era eee 62,231 23.1 59,134 24.3 51,359 2228) 
Barn ul es) cis s comranie cs tery ge oe chat Me noc et wane oe ee 32,267 12.0 30545082 1235 23;33620105 
Preferred dividends . os ae eerie 926 988 996 
Earnings applicable to common shares Le eae eee 31,341 11.6 29,402 91241 22,340 10.1 
AVETAge COSEObOmowedmoncy lem... asst at os eee 8.9 8.3 9.0 
Common Stock Facts 
Earnings per share outstanding—daily average .............. $2.31 $2.18 $1.69 
Pee Cent Teturn On averave equity... ae ey 15.0 15.2 12.6 
Dividends paid per. share... +, 62s aaa $1.14 $1.09 $ .98 
Income and other taxes per share ............ $2.31 $2334 $1.86 
Number of shareholders. 2 2... 11,307 11,435 115853 
Number of shares outstanding 
——VOaty On sci ean epe owen aan eh Saracens oe eee 13,544,033 13,541,883 13,487,698 
=— Cally saverape ao nc erganG cinema hate ee eee ee 13,543,285 13,513,141 13,204,861 
—owned in Canada—year end % ........... cc cece ences 96.5 96.3 96.3 
Book valtie per shatersncentn Ga uted oe ce ee $16.03 $14.84 $13.73 


*The above summary excludes data for 
The Sovereign Life Assurance Company 
of Canada. Figures prior to 1969 
reflect the two-for-one subdivision 
of common shares in May 1969, 
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973 i972 LO7E 1970 1969 1968 1967 
1,852,885 [Repers pes: 1,298,134 1,232,688 1,188,228 1,090,326 972,744 
775,134 lea 5.1213 1,202,435 15138,981 1,111,494 1,014,893 893,876 

D559 2 2155289 177,130 L375 116 138,770 157,468 113,968 

255232 606,912 516,973 533,623 566,407 510,800 458,482 

197,479 173,487 159,102 155,565 ibs) eles) 149,025 148,525 

127,589 94,148 75,992 62,631 52,044 42,000 30,5535 

33,669 31,346 39,501 56,107 66,829 80,527 GOST 7 

427,499 307,813 ZADSGT2 173,089 113,567 3.33705 2,022 

28,274 MPI 20925 20,650 2202 21,368 22,067 
203,673 974,080 850,844 841,506 843,284 795,448 P2052 

188,437 £795520 160,882 150,628 143,431 138,305 132,650 

6.39 5.43 a2 Deo) 5.88 Se) 5.43 
1,547 147,635 138,502 143,244 136,327 12775510 LOS 131 
73,280 42.7 Sree eesw re) 525009) = Sor! 60,693 42. 56;030° 4171 48,958 40.0 AL TT 3824 
46,083 26.9 43,214 29.3 40,740 29.4 40,938 28. 40,161 29.5 SO701 73010 34,715 3158 
22,494 21,994 14.9 19,415 14.0 16,862 11 15,484 11.4 PaO 3Oy 22 14205, 13.0 

a,019 1,034 . 1,064 1079 1,118 1,146 9 js He ait kal 

) 21,475 20,960 14.2 18,351, 1332 153/95) ht 14,366 10.5 tS 90e 1153 L303 8am L1.9 

Ue 6.6 6.7 7.4 Fel 6.7 Ge 

$1.65 $1.65 $1.50 $1.30 Si19 Salah $1.09 

13.0 £328 [355 iS 12a es pee | 

$ .96 $ .84 $ .80 Se 122 5.70 > .05 $2014 

$1.82 $1.69 $1.66 $1255 $1.45 $1.33 Sli 

12,510 12,672 12,802 L302 13,904 14,081 jLsel8i7/0) 
13,006,293 12,988,399 12,306,118 1230 12,060,587 LIT 75828 11,948,622 
175995 747 12,694,400 12,207,770 12,085,813 L922, 18 11,954,178 LO ty 132 

95.71. 96.2 95-2 94.7 94.1 94.1 Oh aye 

$13.05 DE2.30 $11.50 $10.78 S10:17 $9.78 $9.30 


NIAGARA FINANCE COMPANY LIMITED 


Niagara Finance Company Limited is 
your Company’s largest subsidiary. 

It provides personal cash loans and is 
also engaged in the leasing of 
commercial and industrial equipment 
to major business corporations. 

Its operations in 1976 were adversely 
affected by uncertain economic 
conditions and unusually high levels of 
unemployment. As a consequence of this 
fact and the sale of a small subsidiary 
in the United Kingdom, total receivables 


The overseas subsidiary was sold as 
it did not fit in with future plans. Its 
disposal resulted in an extraordinary 
gain of $1.3 million. 

Net write-offs represented 1.98% of 
related average receivables compared to 
1.75% the previous year. Other 
delinquency ratios improved. All ratios 
compared favourably to industry 
averages. However, in recognition of 
continued uncertainties in the economy, 
the allowance for doubtful consumer 


to 3.00% of such receivables as 
compared to 2.75% in 1975. 

Earnings for the year, including the 
extraordinary gain referred to above, 
were 8.6% higher than in the previous 
year. 

As the result of the recent 
introduction of new and improved 
financing plans and the reorganization 
of various operating structures, it is 
anticipated that modest progress will be 
made in 1977. 


declined by 2.4%. receivables was increased out of income 


Selected Niagara Finance Statistics: 1976 1975 1974 1973 1972 
Barings (be thousands) tresses se ere scdcu serie ese eee ee 6,364 5,858 5,508 5,333 5,499 
Receivables«(Smillioms) viraaneavs 0c a ieacthn vse aire os cnet eee ne 310.2. 317.8  310:3 22739 eeee 
STATEMENT OF EARNINGS 
for the year ended December 31, 1976 
1976 1975 
$000’s_ $000’s 
Gross Income: (MOte:.2) 6 sh6 4/5 Wie son oheeace nals Sic ob w hearrnc Ree eu ee ont 42,121 44,579 
Expenditure (note 3) 
Cost of borrowed money—Short-term debt ...............4. 5,406 5,687 
—Other term debt .... 11,667 10,760 
; 17,073 16,447 
General. and.administrative 2.2.25. a ve pine Soe eee os ee ee ee 15,179 16,979 
32,252 33,026 
9,869 11,553 
Provision for Income Taxes 
Current 3. We aietcat We se diesels RE tn ola kite ok a ee Shae attain ce ia SE 580 E378 
Deferred isis. eb orc: cr ota Ss vas sa 6 ea a ad verte cs wi oc ee ne ee 4,272 4,317 
4,852 5,695 
Earnings before Extraordinary Item «3:2 ch: i056 ¢¢ sds he» SAA i eee en ee 5,017 5,858 
Extraordinary Item (note 12) 

Gain on sale of subsidiary, neét/of income taxes! 5 i s.c1-o se tee et ee 1,347 — 
Earnings  sadeceac 8 hg seks 8 23% ONES oe AR a Oe ee eee 6,364 5,858 
STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1976 

1976 1975 
$000’s — $000’s _ 
Earnings forthe: Y €atio<os 6. cra.t Stes Ae elvis ee ee ee ee ee 6,364 5,858 
Dividends 
Class A :stares ois Ser tec ees eatarcse peice ug See Se a a ato area 1,750 1:750 
COommoniSha;res scrcoraic che Reape a «cd. aie thee ay Seles ea Ane ta a a eye oa 1,750 1,750 
3,500 3,500 
Increase in Retained Earnings for:the Year a. .....00-. 0 sce cw ee ae te ee eee 2,864 2,358 
Retained Earnings—Beginning of Year . <... 2 6.00.06 sada swe hos oa cn aie ae Gk tale age soa ee 16,261 13,903 
Retained Earnings-—End of Year’ sii ies css 5a ihe 6 dan Bn oe ee ee ee 19,125 16,261 
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BALANCE SHEET 
as at December 31, 1976 
1976 1975 
ASSETS : $000’s _ $000’s 
se enol 6 Oke a te regen eI ley Ste a ene hn 2,781 3.512 
Receivables 
ee MEMES a CENOUE 2-2) ce arte ee To 5 4% pork, Sas kie Gh hin ths eo ald HE ed ks wie oe ae 33,537 41,484 
ee PN eS 5 Sil yd hal aca v's Po woh ee ae ek 170,172 174,966 
eee eer REINS Ct ee nee en ee ck Sa. . uilass weave 3 + de ba acter RR AE Os 22,291 posers) 
FESS 2 oo 0 ong Ota He Bibprs ate leitccr oe nee a Pare Pr eo 83,544 TeV 29 
SR ay Seer te ec Fe ces oo rao, N's Sa oe orale © RS POMS et ENG SR AL 703 848 
310,247 317,802 
ee Ces OT COUN ETeCELY ADIES Mash os artah ds su wind a needa aioe d Caran Ob are a be ED Se ER we S711 Spo 
304,536 312,290 
Other Assets and Deferred Charges 
Bee-cecemproveinents: and prepaid expenses <7) l.c. 0.6 es oe eee Oe aa eae eens ened hs 364 762 
ome CRG COL CISC OUNPANG (CXPCNSCes co. nie edn a beled dha) Se wea ee ees week gs aa ae ae 8 1,335 PALE) 
Office equipment and automobiles—at cost, less accumulated 
eee ironeones ies 237000197591 52 15 OOO) 4. is ae sa sate ondiy lookin eis 6 seen eae 993 1,182 
2,692 Sei 
310,009 318,763 
LIABILITIES 
8a | rerrperrre LP TT) a IBC ae see i Sea a Oe gn me Pe ee a 10,400 P6227: 
EMER CIES MOT CRONIN NOLES i gn, fas icc a hae oak aa ie Ged oells: Bd en ea Aye dda oR OMe HOS] a abled 4 36,334 25,926 
SRE CMMICETIIEINOCESICRIOLCT Diese acs ces ee osciso ae akfacs nes, Ghee lose werner agen Olde AED Siar Ss) wee eke st ose 76,367 89,438 
NMR IEIBER MN OU EO) ree ney eee cya Pore coe a Cal ao) RS GCE hea Oe Nea chen 27,408 28,817 
Unsecured Notes (note 7) ........ Fe ae Sere Ee ROE SP te Sk NCE RCE cr PRS eT eA 22,745 29,904 
173,254 189,707 
Payables 
BE OUME RAY ADICRAN aac CEUCO MIA DINIMES aa cen eal vn os Hos ane wade dee Nset ano kw amends ens 9,385 4,612 
MONG RET COSA ADC teerag ee tory ee the toy Ae tee Shay creed cia. 6 othe haere Rene eaeamten ee ice aad etone aces 208 305 
9,593 4,917 
AEC CBETICOINE. (DOLC SO) es pec ore cee he a Aue RS SAE Saeco Si Ore al eo oes oh ioe 62,199 66,973 
Src olived Lorcion Exchange. Gains 4 2.55.0 fy she a Sn ea sh as Sv mae Qa Seeds aS aA oes 756 570 
MereETRCH INCOME 1 AXES: (TICLE 9) bs cc rcs 2 os ate ois ca ean ae whe: ener EONAR oye ois) Sloe RUM oz dou bene ae wlloow 20,082 132355 
265,884 277,502 
SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized—150,000 5% % non-cumulative, participating Class A shares 
with a par value of $100 each, redeemable at par 
150,000 common shares without nominal or par value 
Poicaran cd culivepaid——1 25. 000MC ass Axsharestiis tunes afeisssa ave aeauers teeta en «ninth ahsemceiatems a 9 a ee ne 12,500 12,500 
12) QOOT COMMON SHARES ervegta rat ees Penne tay eee ert oer Os hc 12,500 12,500 
25,000 25,000 
BME AMAC CRC AT TRRIR OG Soren Harpe ae NR te Oet ey igs oi cape ed egeer Many sg. f'ah ai sha ote De de RaW EMIS © 2 Mi uleroumuotmnets “e 19,125 16,261 


44,125 41,261 
310,009 318,763 


Signed on behalf of the Board B.F. London, Director J.S. Land, Director 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended December 31, 1976 


Sources of Funds 
Operations— 


Earnings before extraordinary item 
Amortization of debt discount and expense 

Amortization and depreciation of fixed assets 
Provision for deferred income taxes 


Decrease (increase) in operating assets— 


Receivables— 


Oy 00 FSU (0) | 0 ke IRE SE en bc Remcrcecas Gn OG Pk Oey Ow oo We O 
Other loans ..65.20 Bh ores Lala ek Be eh ie ee Te De ue ne 
Sales fimancing—retall oo: a. cies a.die aoeisie sim als bw Gis wens: g olioys ee ees Seam one ta ke ots acct eigen 


Leasing 


Increase in allowance for doubtful receivables 
Increase (decrease) in unearned income 


Funds received'on‘sale of subsidiary * 53% sas. S22 «aaa oes rere ee tat ere eta 
Less::\Gost-of assets Sold |... 5.5... wece.s 65-04 Sis yan rome re areal ery eee ee 


Net increase (decrease) in payables 2 oi... 3... wc sere Werte ere ere 
Net decrease (increase) in other assets including sundry receivables 


oe eee eee eee wee eo eee ee eee eee sree eee eee ee © eo © oe oe © eo oo © ow ow oO 


eee ee oe ee ee eee ee ee ee ee ee ee eee see eee se ee ee se ee ee se ee ee oe 


0 10 ©: ee 0 .O 6. 0 © 10) 10 10:18 0) 10: <0. 6 0 6 0: (6:6 6.0 0) 0 6 © (0 6 16 6 0 16) 4 6 6 0) 6: 6 0) 8 ¥ 0:0: 0 6) 0 © 10.6.0) '¢ © (6 (0) weno. e) 6 .0 10 (0:10) 0 101 6 Lene Ks, 


© Wie @ © 0 (0) 10) ee 56 Olle. 0) (o: 1e) 10: "eo eskenie) 01:6) (0, 6) © 16; ee 10) 6 


eee eer eee eee eee eee eee eee ee ee se ee 


Ce 


ec eee eee weer ee eee eee eee eee eee ee ve 


eo ee ee ee ee wo we ow 


1976 1975. 
$000’s — $000’s 
5,017 5,858 
ee eee ee 210 217 
ee ee ee 463 514 


7,947 6,589 
4,794 (6,423) 
3,084 2,560 


fh nant Ret eee 199 423 
sgdetens aici agen (4,774) 2,518 
2,835 (4,163) 
10,447 — 
8,625 — 
1,822 — 
4,650 (2,783) 
sa tae wheat alas ene 253 (210) 


Uses of Funds 
Borrowings— 

Short=term’ EDC ss. esd. 65 is werk 6 Wee whe a a ee ere Rte Oe trees een (3,100) 29,314 
Other term: debt—Proceeds sic jes ed A.w wade iw ope ae eee — (34,925) 

— Redemptions 2. oo. se seve ois-sichs a niece pn eevee tagete a eet Rel e ts Pava of sh cs ee een ae ete 19,653 6,893 

16,553 1,282 

Dividends: s-3 sactecra Ceased owls <6 30 SS ees we loca ogee SE eRe ee 3,500 3,500 

20,053 4,782 

Decrease. in cashy 4. seein 6 Saves beds ace Sas ee hae oe a Oe cee cs ee eee 531 1,032 


NOTES TO FINANCIAL STATEMENTS 


for the year ended December 31, 1976 


1. Significant Accounting Policies 
(a) Statement of earnings 
The earnings statement includes the 
operations of Niagara Financial Services 
Limited for the five months ended August 
25, 1976. (See note 12) 
(b) Recognition of revenue 
Precomputed charges on ‘other’ loans and on 
sales financing retail receivables are taken 
into income using the sum-of-the-digits 
method on an account by account basis. 
Leasing transactions are reported in 
accordance with the financing method of 
accounting. The excess of aggregate rentals 
over the cost of the leased asset is recorded 
as unearned income at the time of the 
transaction. Income is taken up over the 
term of the lease pro rata to the declining 
balance of the investment. Gains arising 
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from residual values of the leased assets 
are reflected in earnings only when 
realized. Contractual disposal proceeds 
negotiated at the inception of the lease are 
included in unearned income and taken up 
as described above. 

(c) Allowance for doubtful receivables 

For loans and sales finance receivables such 
allowance is set up as a percentage of the 
total of these receivables. After collection 
possibilities have been exhausted, any bal- 
ance remaining on an account is written off. 
(d) Translation of foreign currencies 
Unhedged assets and liabilities are trans- 
lated to Canadian funds at current 
exchange rates, Fully hedged borrowings 
are recorded at exchange rates established 
under forward exchange contracts. 
Exchange gains and losses on translation 


of current assets and liabilities are con- 
sidered to be realized and are reflected in 
the statement of earnings for the current 
fiscal year. Net unrealized exchange gains 
resulting from the difference between the 
current exchange rate and the exchange 
rate at the date the proceeds of unhedged 
term borrowings were received, are de- 
ferred and carried in “Unrealized Foreign 
Exchange Gain” in the balance sheet. 

(e) Amortization of debt discount and 
expense 
Debt discount and expense is amortized 
over the term of the related debt instru- 
ment. If the debt is prepayable at the 
holder’s option the amortization is 
calculated to the first optional maturity 
date. When a debt obligation is redeemed 
prior to maturity, the related unamortized 
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charges are written off in the month of 
redemption. 

(f) Methods of depreciation 

Physical assets are depreciated at the 


2. Gross Income 


maximum rates allowed by the regulations 

of the Canadian Income Tax Act for 

claiming capital cost allowance. 
Leasehold improvements are amortized 


in accordance with the same Act over the 
term of the respective leases. 


‘oy siilenisis\.eilel Pile). valerie. i¢)(eM6) 1016) (s-Tel'alis).o! else) (0) \s)ie ve elke (eleMelje‘e) teteieleliey ie) vhs steyied eles 


1976 1975 

$000’s — $000's 

47,444 49,321 

ceding Me Meet 5,323, 4,742 
42,121 44,579 


3. Expenditure 

General and administrative expenses are 
shown net of a $5,233,000 (1975— 
$3,966,000) recovery of expenses from 
affiliated companies, the affairs of which 


are largely administered by the company. 

A loss on translation of foreign curren- 
cies of $735,000 (1975—$831,000) is 
included in general and administrative 
expenses. 


The aggregate direct remuneration paid 
or payable to directors and senior officers 
as defined in The Business Corporations Act 
of Ontario amounted to $273,000 
(1975—$241,000). 


4. Small Loans 
Small loans are those made for not more 


than $1,500 which are regulated under the 
Small Loans Act and upon which interest 


is accrued but not precomputed. 


5. Secured Term Notes 1976 1975 
Year of issue Series Rate % Maturity date $000’s  $000’s 
Payable in Canadian funds— 1964 1 5% April 15, 1984 ... 10,000 10,000 
1964 Z 5% May- dy. 1985: 22.5. 10,000 10,000 
1965 3 5% May 101985... 10,000 10,000 
1966 4 1% December 1, 1986 5,000 5,000 
1968 5 8% May 1, 1985.20... 7,500 7,500 
42,500 .42,500 
Payable in U.S. funds (note 1(d) )— 1975 6 10% September 1, 1990 28,745 30,474 
Series 6 notes have a sinking fund provision. 71,245 72,974 
Notes issued at rates of interest varying 
from 744% to 9% % Year of maturity 
Payable in Canadian funds— ST Goce See Ee en sicsaety Tulare ciate) ertroge a — 11,314 
ROT it tees er CERO OMe SiR ANS CL cc ecole 880 880 
LOTS Sets ie ae RN ene os doe wae bs 172 72 
1979 ih ey eee ts Ses eee OF ees 15 RB) 
LOSO. Neer ee ee ce eek 20 20 
1,087 12,401 
Par value U.S. $000’s 
Payable in U.S. funds (note 1(d) )— LOS2 see ee Sate hse eee a eA 1,000 1,009 1,016 
All secured notes payable in U.S. funds LORS Re ook eters ree fo cen 1,000 1,009 1,016 
have been converted to Canadian funds LOS AG cents Ce ea ee Set 1,000 1,009 1,016 
at current exchange rates except for BOSS Pee as ee eee sl ks 1,000 1,008 LOLs, 
$1.5 million of Series ‘6’ notes (being the 4,000 4,035 4,063 
sinking fund requirement due 76,367 89,438 
September 1, 1977) which has been ——— 
converted at the rate established under 
a forward exchange contract. 
6. Debentures have the right to prepayment on 
The holders of Series “B’’ debentures October 15, 1979, 1984 and 1989. 
have the right to prepayment on Series “B” and “C” debentures have purchase fund provisions. 
April 17, 1977. The option for 1976 1975 
prepayment expired October 17, 1976 Year of issue Series Rate % Maturity date $000’s $000’s 
and holders of $11,978,000 elected to 1972 [Be 8 Fes 8) 91 BR ICS I Re oe 11,978 == 
exercise their right. 1972 5 8 PRPS Pen POO 2 acct cneretaveais.: 430 13,817 
The holders of Series “C” debentures 1974 HOS 11% Octobeg 154 L994 eee aes 15,000 15,000 
27,408 28,817 
7. Unsecured Notes — Unsecured notes comprise: 1976 1975 
Parent company — $000’s = $000’s 
pect be Sean ao iota Peels Be Ae SS eC ERG RG Bacio niOe aio, ORR Ee ae CE ROE Targa eae 1,200 3,000 
Term note bearing interest at the monthly average cost of borrowed money 
to the parent company and maturing October 15, 1977 ....--...ee eee e eee eee cette ete ees 20,000 25,000 
6% term note for U.S. $1,533,000 (1975 — $1,874,000) repayable 
in equal semi-annual instalments until 1981 .......---. see cece cece eee eee eee eee e teen ee es 1,545 1904 
22,745 29,904 
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8. Unearned Income — Unearned income comprises: 


Unearned service charges relating to ‘other’ loans 
Unearned service charges relating to sales financing — retail receivables 
Unearned income relating to leasing receivables 


9. Deferred Income Taxes 

Deferred income taxes arise from timing 
differences relating to the treatment for 
income tax purposes of income and 
expenses associated with the following: 


© .0 €e © ¢ 0 00) 6 01-6 00 us) «| 0)'6) 01/0) 0:0) 0) 0) 0) 0110) 0 ©) (0/10) @) 4) 8116 e161 8 


BOO OR O-Gsbe0 Orn 6 5 


<\ 6: © 10; © fe. (wlelie ‘eue\fel'e\ 61/0 (e! [e €ilehe) (ee) ve): 0\leje le se) (6) letle (sini loyle) (6) (elite Je) \elle) (oie, (ejisaliela lee le jerelseneuele, 


1976 1975 
$000’s $000’s 

Ma NEnak SASS,” 32,198 37,435 

meh gv re 3,483 3,948 


Unamortized debt discount and expense ... 


Leasing receivables 


1976 1975 
$000’s $000’s 

Bs eres ot ae 41 133 
rede pel ge eee eR 20,041 15,202 


10. Sinking Fund and Purchase 

Fund Requirements 

The sinking fund requirements for the 
five years ending December 31, 1977 
to 1981 are as follows: 


$000’s 
Sel 1978 1979 1980 1981 
P508e sisi Sree ls ESTES 5 ihe 


Series “B” and “C” debentures have 
purchase fund requirements which are 
non-cumulative and under which the 
company is required to redeem only debt 
instruments offered to it subject to 
limitations as to price and aggregate 
annual amounts. It is not possible to 
predict the amounts that will be offered 


by holders. The maximum purchase fund 
requirements for the years ending 
December 31, 1977 and thereafter 
are as follows: $000’s 

Year ending December 31, 

1982- after 

1977 1978 1979 1980 1981 1986) 1986 
134 613" 483. 913 13 65 56 


11. Anti-Inflation Act 
The company is subject to the provisions of 


the Federal Anti-Inflation legislation restrain- 
ing prices, profit margins and compensation. 


12. Extraordinary Item 

On April 1, 1976 the company’s net 
assets in the United Kingdom were sold 
at their book value of $8,625,346 
(£4,563,675) to Niagara Financial 
Services Limited, a newly incorporated 


wholly-owned subsidiary in the United 
Kingdom, in consideration of 2,499,998 
ordinary shares of £1 each anda 
promissory note of that company for 
£2,063,677 due March 31, 1981 

and bearing interest at 82% per annum. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


On August 25, 1976, the company sold all 
of its shares of the subsidiary. In addition, 
the subsidiary repaid the promissory note 
for £2,063,677. The sale resulted in a net 
gain of $1,347,000 after deducting income 
taxes attributable thereto of $475,000. 


We have examined the balance sheet of 
Niagara Finance Company Limited as at 
December 31, 1976 and the statements 
of earnings, retained earnings and 
changes in financial position for the year 
then ended. Our examination was made 
in accordance with generally accepted 


auditing standards, and accordingly 
included such tests and other procedures 
as we considered necessary in the 
circumstances. 

In our opinion, these financial 
statements present fairly the financial 
position of the company as at December 


January 31, 1977 


31, 1976 and the results of its operations 
and the changes in its financial position 
for the year then ended in accordance 
with generally accepted accounting 
principles applied on a basis consistent 
with that of the preceding year. 


Coopers & Lybrand 
Chartered Accountants 


Board of Directors 

Robert E. Campbell 

Toronto, Ont. 

Senior Vice-President and 
Senior General Manager, [AC 


Roland Chagnon, C.A. 

Montreal, Que. 

Chairman of the Board, Lallemand Inc. 
Peter Kilburn 

Montreal, Que. 

Chairman, Greenshields Incorporated 
Joseph S. Land 


Toronto, Ont. 
Vice-Chairman of the Board, IAC 


Byron F. London 
Toronto, Ont. 
President 


Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board, IAC 


Lawrence M. Machum, Q.C. 
Saint John, N.B. 

Partner, McKelvey, Macaulay, 
Machum and Fairweather 


Douglas W. Maloney 
Toronto, Ont. 
President, IAC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, [AC 


William Moodie 

Montreal, Que. 

President, Canadian Pacific 
Investments Ltd. 


Lyndon E. Nichol 

Rancho Santa Fe, Calif. 
Retired, Director and former 
Chairman of the Board, [AC 


L. Ronald Woodall 

Toronto, Ont. 

Executive Vice-President and 
General Manager 
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NIAGARA REALTY OF CANADA LIMITED AND SUBSIDIARY 


These subsidiaries provide first and Increased income produced by the 
second mortgage loans, primarily on higher asset base, despite some increase 
residential property. In addition, existing in expenditure, resulted in earnings of 
mortgages are purchased on both an $4.0 million, 19.4% higher than in 1975. 
individual and portfolio basis. Statistics relating to delinquency and 
Good growth was maintained during losses attest to the sound condition of 
the year. Mortgage loans outstanding, the portfolio. In 1976 net losses were 
which have tripled during the last five 0.10% of average receivables. 
years, increased by $46.6 million or It is anticipated that results in 1977 
23.1% to $248.9 million. will continue to be favourable. 
Selected Niagara Realty Statistics: 1976 1975 1974 1973 1972 
ME Me ETO LISAMUS) Mea he ie = fy cist .d Gs Sisicacek oss Se ee Sib Slew av wae 4,046 3.388 2,202) 1,679" “1,671 
MES OSFCCCIVADICS (> THMMONS) oc ries ne es eek Ka ie heme es vlna 24897 202.2, 175.6 412726 94.1 
meraee mortvace balance at year end (dollars) ........... 0.00 0c csc ee eee 10,590 8,962 7,963 6,339 5,269 


CONSOLIDATED STATEMENT OF EARNINGS 
for the year ended December 31, 1976 


1976 1975 

$000’s_ $000’s 

PNEE T STECETACLCE ) NEL fetes? OM ya se AS oe a nine a abs Fe. ON eA Se lelaetl « 32,892 26,984 
Expenditure 

i MO MM OLOWCcENIONCY—oNOrt-tenn CED % nics rks. venice ie ine a ee eile oS eee Weg Hs eRe oly Mughe ate es 8,711 4,621 

EOETE PHL CTIILCOU Carrels NE Bie epee ee Ga oie Oe oe ve A errno. 9,416 10,205 

18,127 14,826 

Sea ACHONINTS EL ACLY Cs NOTE) ay. crore ofgrtsses suave Sod Si GARI seh K, ©, ator otc abemice bee lou salecein are ae 6,806 5.502 


24,933 20,188 
{eRe 6,796 


Provision for Income Taxes 


San fia eR ee A Ri ie, oP ah be Jk, os 8 CC eae Mn ena arnt COLE ag teenie wis “alg sats 4,175 4,258 
(OSSTESTHEGGT 9 cs. g ad albedey tpi el ney em I PTE cS CUR 98 ae Dac EOS (A PGR “eae ce Oe (262) (850) 

3,913 3,408 

LES ay gl CS AR MRS Sie Sea ga oD a cee IME MIRA DAES oe, SUNS AE ar leer orn rc ae ae agree ara 4,046 3,388 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1976 


1976 E9W5 

$000’s_  $000’s 
ERE S OTRO MO NCA aco basic ke te Baits ck Step aia ego he Gs Mone oes EE Ra rege Rigke Gs Ok a a NW store Coe aas Slaw ae. 4,046 3,388 
MUECEC TICS MERU ra wR MR hs ca a ape In BO S,o; Cie Ghee ns ete ene SO AEN Rec EAN asic Ges pesos 2,400 2,000 
Beereacen Retained Earnings for the, Year :....c-./0 Se oc icin. re eiaeis «eect ten lai hehe ted eo 1,646 1,388 
Beraned Farnines—Beginning of Year®. . 2.0665. 6605 66 oe nee ens ete teins we wa le ewes oe dines es S217 4,329 
erainete te Arnos ——Pnd Ol) X Cals cits ys «Se eran kia ie ees ae Om eee Winn aia wot ayo Benne I oe 7,363 Se As, 
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Niagara Realty of Canada Limited and Subsidiary 


CONSOLIDATED BALANCE SHEET 
as at December 31, 1976 


1976 1975, 
ASSETS $000’s $000’s 
Or.) | aaa er eS SPI ear Se RON EAN note 8 Gives rhe Ok Sc be oo Ow 4 4,652 7,158 
Cash Committed for Unclosed Loatis . 25.2: 2. wees eee ms ee ee eee 4,613 3,885 
Receivables 
Residential: mortgages... icss6 cs mete eo ee Bale ee 248,880 202,247 
SUMOLY yon hires wap ate Siw Fewiale laws 66 Siviglia o.oo & ap colle soe ae ee en ct aie ate ety gn rt ee 225 111 
249,105 202,358 
Allowance for doubtful receivables hime. cc> oh oe cares ee eee ee ee 1,868 kobe 
247,237 200,841 
Other Assets 
Prepaid Cx Penses or oy ds: ecce nator nce aictcasteure ts ataee ea SL 18 14 
Unamortizedidebt: discount: and’ expense <<). 2s sie ee ee eee 1,355 1,738 
Office equipment and automobiles—at cost, less accumulated 
depreciation-of6$28,000;(19 75-34 1,000)". = woes oe oe ne tee eee 21 26 
1,394 1,778 
257,896 213,662 
LIABILITIES 
Demand Note -Payable—parent company ..<..0..¢. 4.0280 5+0eeveneeoevee seus 128,675 83,030 
Secured ‘Term: Notes (note: 4): ch sok sic acres es te ee ee ee 102,180 104,215 
Payables 
Accounts payable and accrued Mabilities™ oe arse ee ee eee ee 3,957, 358S3 
TMCOMES LAKES eile ete eae 5 4d aude’ diss: Slot ete Oils ae nee 1,423 Zt 2e 
4,980 5,861 
Deferred -Incomie oii. 2 ic 3 eee eR es oe hee 4,257 4,136 
Deferred Income’ Taxes (note ’5) .o.3 424 222 ot Ge eee eee 441 703 
240,533 197,945 
SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized— 
2,000,000 8% non-cumulative, redeemable preferred shares of $5 par value 
2,000,000 common shares of $5 par value 
Issued and fully paid— 
2;,000;000) common shares =....s< 4. etants he ae eee te ee ae 10,000 10,000 
Retained ‘earnings: 5.05.6 605 ss Se ee ee ee 7,363 ag 
17,363 15,719 
257,896 213,662 


Signed on behalf of the Board B. F. London, Director J. S. Land, Director 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
for the year ended December 31, 1976 


1976 1975 
$000’s_  $000’s 


Sources of Funds 


Operations— 
SSNS soca gale atest da 8 Bee O22 os eg ag Pa 4,046 3,388 
eae aUlOnsOLsce DING ISCOUNPNANCEXPCDSE 1c 0!. ws ws a dn bad ae i ee ee ae he CBR oe dais 383 412 
(GERAIS teh ga Ble teclats Sc eene RN  aR  eP 9 10 
tert Home eOrSGGlCITCOMNCOME LAKES. cto oe ite th. Mawel tists casi Odd ieee Kees v saa wlns ee eb mit os (262) (850) 
4,176 2,960 
Borrowings— 
Pe aneeiore Payadle—— Naren COMPANY .4 05.16. bss bac ove ade ws he eee Open tenes vee Goasewewe 45,645 34,117 
“LG RCSL, WOT TINGLE ac eso RO le ape AU i a hc Rr (2,035) (8,590) 
43,610 25,527 
47,786 28,487 
Uses of Funds 
Increases in operating assets 
Sn MEET MENOLOA CCS Eee ete es ces he IAS enc She dS. ame PS attained wadets tie gidisyao Panuanene 46,633 26,628 
me omimtcncascuiallowance tor doubtiul receivables ~....< .c5 0. sven ca vawn eons ou pe beeen ns ihe 351 199 
Mac keacesiede (CLECUeIN CONIC a1, eka uk ples 414550 Vis way § Zod D ena c pues BO Aiwa ee eee 121 758 
46,161 25,671 
an EE ear Oe Fam ar Wel A PERS ch WL PAO dh EA eo AE SMTA a Rice TER Mace s ‘ 2,400 2,000 
Net decrease (increase) in payables ........... Eee Bc Wei ons Dene ch senye tts e te 881 = (2,180) 
Net increase (decrease) in other assets including sundry receivables ee ee 122 (387) 
49,564 25,104 
ECC CEC ACC EIT CAG eye ears ass ae oka aa ae pce tse too ae Be LSS AE eh ag OEE Male (2,506) Ohad kyl 
Bee cee MecastecOmmitied fOr UNC losed JOAN Gre sa cispejes, 1s sanitaire s ary wen Wace cea Be Rae wie AOR 728 632 
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Niagara Realty of Canada Limited and Subsidiary 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
for the year ended December 31, 1976 


(c) Amortization of debt discount and 
expense 

Debt discount and expense is amortized 
over the term of the related debt instru- 
ment. If the debt is prepayable at the 
holder’s option, the amortization is 
calculated to the first optional maturity 
date. When a debt obligation is redeemed 
prior to maturity, the related unamortized 
charges are written off in the month of 


1. Significant Accounting Policies 

(a) Principles of consolidation 

The financial statements include the 
accounts of the company and its subsidiary, 
Niagara Realty Limited. 

(b) Allowance for doubtful receivables 

For residential mortgages such allowance 
is set up as a percentage of total residential 
mortgage receivables. 


(d) Depreciation 

Physical assets are depreciated at the 
maximum rates allowed by the regulations 
of the Canadian Income Tax Act for 
claiming capital cost allowance. 

(e) Deferred income 

Deferred income arises from mortgages 
purchased at a discount and is taken into 
income over the remaining term of the 
mortgage on the actuarial yield method. 


redemption. 
2. Gross Income 1976 1975 
$000’s $000’s 
Earned iACome- Of MOLtGA@eS ccc waie os <a soo oo.0.01 0/06 6 gah ocalyon cdope ication oo Pee ee a aoe ce eRe eRe SC ee 33,451) © 27,312 
Less: Provision:for doubtful: receivables. 1.45 «ss. ad... dsades shone uamo es sete meee nels eee ene eer ee ae 559 328 
32,892 26,984 
3. General and Administrative Expenses 1976 1975 
General and administrative expenses include: 
Depreciation of office-equipment and automobiles 0.2. qsseesetiee ee oe roe eee ae $ 9,000 $10,000 
Remuneration of directors and officers— 
Aggrégate remuneration.of diréctors as directors) 22.c-. 1 eee ee ee eee NIL NIL 
Number Of eine Ctr | ice scs: cee) cess de fig sete baal A ora Fe Re eee ats Some eee SUIS eR ena a! 7 
Aggregate remuneration of officers as‘Omicers ©. oh scene ct nies ee eee een ea $30,000 $27,000 
Number: OF OfICOTS a5 iain, .o:cis. 5% Sis 9 5 pay ance dee aera eWes /e(5 1 STRS ea et Saye aaa a eS 8 9 
Numberof officers who are: also directors... scctica oh: cee ere re re eee te ce 3 4 
The affairs of the companies are largely administered by Niagara Finance Company Limited. 
4. Secured Term Notes 
Year Series Rate Maturity date 1976 1975 
of issue %o $000’s $000's 
1970 A” 934 * Decemberits,°199 0m cates cc pom eee ere eee 4,610 4,710 
LOTL aby Ti December: 15,. 1986) ree seecics cs stoic te C-en cee eee 18,516 19,156 
NOT Oe 814 Augast: 15. 108 2--« Sceomeceentr ae ot uhets an gee eer. 13,465 13,541 
1973 oe Ds (es May 15, 1988225 Sing see sang aeons eo aden ee ace eee 18,801 195331 
1974 og Shs Qs eee March 111994 eae rete omen ride ae res eek eer ene 23,460 23,994 
1974 al sia 10% June LO LOS 1 ee a Oe he eee ere oe ee 9,834 9,834 
1974 Ee 10% December 18.1984) 2o7 he ree ee eee 13,494 13,649 
102,180 = 104,215 


*Holders have the right to prepayment 
on December 15, 1980 and 1985. 
*** Holders have the right to prepayment 
on December 15, 1978. 


**** Holders have the right to prepayment 
on May 15, 1980. 


**** Holders have the right to prepayment 
on March 1, 1980. 


Series “Al; 3B Cle De andsb- 
notes and series “F” notes maturing 
in 1981, have purchase fund 
provisions. 


Series “F” notes maturing in 1984 
have a sinking fund provision. 


IAC Limited has guaranteed all Series 
notes as to principal, interest and 
redemption premiums, if any. 
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Niagara Realty of Canada Limited and Subsidiary 


5. Deferred Income Taxes 

Deferred income taxes arise from timing 
differences relating to the treatment for 
income tax purposes of income or expenses 
associated with the following balance 

sheet items: 


Residential mortgages. s.21-4- 4k oa 
Unamortized debt discount and expense ... 


6. Sinking Fund and Purchase 

Fund Requirements 

The sinking fund requirements for the five 
years ending December 31, 1977 to 1981 
are as follows: 


$000’s 
Re 20 eh Sk ora pe oa ve wine 744 
LL 8 ie re 750 
UD caoteen ee ne 750 
OULD "oe to eee 750 
ET Garena ny Sale eta a een a 750 


Certain issues have purchase fund 
requirements which are non-cumulative 
and under which the company is required 
to redeem only debt instruments offered to 
it subject to limitations as to price and 
aggregate annual amounts. It is not 
possible to predict the amounts that will be 
offered by holders. The maximum 
purchase fund requirements for the years 
ending December 31, 1977 and thereafter 
are as follows: 


1976 1975 
$000’s $000’s 
eG olentrnts Ge Oe ee earns 935 765 
EP ee eee (494) (62) 
; 441 703 
Years ending December 31 $000’s 
ISHII E eisai h cmos Sok se aroma aee 3,228 
OG Steere een er or erat 2,866 
[0,0 ee ek ON ae 2,291 
OS Omer eee er oe cere | TIA 
LO Sie arenes re re wn eyee 312 


7. Anti-Inflation Act 

The company and its subsidiary are subject 
to the provisions of the Federal Anti- 
Inflation Legislation restraining prices, 
profit margins and compensation. It has 
been publicly stated that the Anti-Inflation 


Board will deal reasonably with companies 
holding large proportions of their assets 
and liabilities in long-term contracts 
entered into in earlier years. In the opinion 
of management, it can be demonstrated 
that any “excess revenue” during the control 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated 
balance sheet of Niagara Realty of 
Canada Limited and subsidiary as at 
December 31, 1976 and the consolidated 
statements of earnings, retained earn- 
ings, and changes in financial position 
for the year then ended. Our examina- 
tion was made in accordance with 


generally accepted auditing standards, 
and accordingly included such tests 
and other procedures as we considered 
necessary in the circumstances. 

In our opinion, these consolidated 
statements present fairly the financial 
position of the companies as at 
December 31, 1976 and the results of 


January 31, 1977 


period to date derived from transactions 
originated before the inauguration of the 
Anti-Inflation controls on October 14, 
LOTS: 


their operations and the changes in their 
financial position for the year then 

ended in accordance with generally 
accepted accounting principles applied 
on a basis consistent with that of the 
preceding year. 


Coopers & Lybrand 
Chartered Accountants 


Board of Directors 

Jean C. Biron 

Montreal, Que. 

Assistant Vice-President, IAC 


Joseph S. Land 
Toronto, Ont. 
Vice-Chairman of the Board, IAC 


Byron F. London 
Toronto, Ont. 
President 


Douglas W. Maloney 
Toronto, Ont. 
President, [AC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, IAC 


Lionel A. Normandeau 
Toronto, Ont. 
Vice-President 


L. Ronald Woodall 
Toronto, Ont. 

Executive Vice-President 
and General Manager 
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THE SOVEREIGN GENERAL INSURANCE COMPANY 


The encouraging progress achieved in The combination of a modest 
1975 was maintained in 1976. Premium underwriting gain and income from 
writings increased to $22.6 million investments resulted in earnings, after | 


(1975: $15.4 million). During the year provision for income taxes, of $893,000 
appropriate rate adjustments were made —_ as compared to $460,000 the previous 


in most lines. year. 

Claim loss ratios decreased from Well positioned to respond vigorously 
74.3% of earned premiums in 1975 to and creatively to the needs of present 
67.5%, with significant improvement and future policyholders throughout 
occurring in automobile and commercial | Canada, your Company confidently 
property experience. looks forward to the future. 


The increase in general expense of 
43.1% was largely related to the 
increase of 46.9% in premiums written. 


Selected Sovereign General Insurance Company Statistics: 

(Thousands of Canadian Dollars) 1976 1975 1974 1973 1972 
Premnumse armed zines eros coe oe se tend het eg a ee a ee 19,311 14,978 12,050 10,949 9,750 
Glatns; 1 CUrted er tek eres ae tete caoaectacese ete cae hicks ae ee ee 13,032 7115125 9,016 8,278 6,739 
EEX PONSOS! Fever aees oleh ctcee asthe tases wr Oe eu ancy eae To a 6,236 4,358 3,944 3,244 3,288 
Underwriting coaim “(lOss) ca... s secon cence ee eet ee 43 (505) (910) (573) sae) 
Investinentiand otherminconmicss ~ eae oe ee ee 1,574 1,080 1,053 933 20 
Income staxese: ascents acs ak wr detewass -cenerare ate eee ee 724 15 86 62 28 
| Sr: Vn ON OTA ae ee eR te ere eee eS ERENT RS Ae SBMS SA big 893 460 Si 298 421 


The Sovereign General Insurance Company 


STATEMENT OF EARNINGS 
for the year ended December 31, 1976 


Premiums 
Memprcnuums Written ............ 
Less: Reinsurance premiums .... 
Met premiums retained ..........4. 
Change in unearned premium reserve 
Premiums Earned .................. 
Expenses 
eraimismiNCurred .. 0.025028 6¢s%0 0% 
Siaiieadjusting Expenses. ........... 


BEORIIMISSIONS cf sos 6 oe aww eee 
General and administrative ........ 
MEPRGSBAMUENICENCES « .. cc bce ee 
Underwriting Gain (loss) ............ 


Other Income 
Income from investments ......... 
Gain (loss) on sale of investments . 


Income Taxes (note 2) 
Current 
Deferred 

Earnings Before Extraordinary Item .. 

Extraordinary Item 
Reduction of income taxes on 

application of prior year’s loss.... 

MEIC er fa hth hast) «) 5 aks ehc'eos es 


ee 


«| o} 16) © ee. 40) wi 19! 1a) 'e (8 (0 «6: 'e \e\erle (eo 0. @ 'e 


STATEMENT OF RETAINED EARNINGS 


for the year ended December 31, 1976 


MEPOMESARTINILOS SOTMENCEY CAR. 2s, sco vince oe Si sealt lists as ha ou wales ae Ae ec cla Mage oe or ee a IS 


Retained Earnings—Beginning of Year 


Peeamed tH arnings——ENd Of Year. 0.55 ces yu ida ee aon oeldie en's co tals Man's Ge 5 How oo 


1976 1975 1976. 1975 
($) ($) (%) (% ) 
22,589,375 15,378,542 
436,704 246,268 
22,152,671 15,132,274 
(2,841,768) (154,285) 
19,310,903 14,977,989 100.00 100.00 
12,289,608 10,475,984 
742,509 13,032,117 649,461 11,125,445 67.49 74.28 
6,278,786 3,852,544 32.51 25.72 
2,640,181 1,476,163 
2,945,254 2,474,102 
650,429 6,235,864 407,684 4,357,949 32.29 29.10 
42,922 (5051405) 0022 6Ges) 
1,572,278 1,125,682 
1,806 1,574,084 (46,120) 1,079,562 
1,617,006 574,157 
380,844 214,085 
343,214 724,058 53,526 267,611 
892,948 306,546 
= 153,000 
892,948 459,546 
1976 1975 
($) ($) 
892,948 459,546 
Re OW Ric Beey sac). “hae 5,527,545 5,067,999 
6,420,493 5,527,545 


ag 


The Sovereign General Insurance Company 


BALANCE SHEET 
as at December 31, 1976 
1976 19735 
eee eS) ($) 
OF) ee rene a ener hee ee Terr Cree mee a Uh SoM ciihod ome bs foc 737,596 335,587 
Short-term imvestments——at cost, plus, accrued incOmicneses a5 ce ee eee 6,315,532 29135937 
7,053,128 3,249,124 
Reinsurer’s deposit in respect of outstanding claims-(contra)i cs... eee ne eee 11,673 125281 
AGCOUnts: TEeceiVables rok seis nes acdsee iach Fw BUS ONO IT Se naMOR cee et anc ne 2,236,612 2.062.592 
Income’ taxéssrecoverable: msc isnt eae oie Sear oe oc ot tae NE See 218,293 — 
Prepaid Expenses racer 2 Vics oo enw nk sca “oem va wre eater ae anes 20,186 7,246 
Securities—at cost, plus accrued income 
(quoted-value 1976—3.16;200;516; 1975-—$12,227,/679) at. sree eee rece ee ee 17,205,731 14,196,182 
Mortgages—aticost, plus: accrued imcOme...v<.4:0</0 ere eee eat ene oe epee ee 191,266 — 
Office equipment and automobiles—at cost, less accumulated 
depreciation 0f-$346,4 73" (1975-——$327,925), csc once ns ee ee eee 164,574 153,253 
Leasehold improvements—at cost, less amounts writtemioliy. > 2.544. 19 ee 120,017 139,556 
27,221,480 19,820,214 
LIABILITIES 
Accounts: payable-and accrued abilities ..5.. 02.5 safe eee eine etna eee eta ae 1,014,215 310,619 
Accrued: premiuni taxes 5 55.0 aw «cota ft gaint ese ee en eee eee ee 299,241 1595748 
Income taxes payable s.i05 5 x cos. os aise ow So ln ge ee eT —— 93,085 
Provision for outstanding claims and adjusting expensess. iss 4. ee 8,290,609 5,716,700 
Reinsurer’s advance: (COMtLa) esa sen GR, wears ero. wy atew: ae oe ROC etch oe et sect outer es ane 11,673 12,281 
9,615,738 6,292,403 
Unearned premium reserve -..<..0 5s dessab os Ge We cent ee eet an eee 8,506,029 5,664,260 
Deferred ncOme taxes )..sic 5. <0 eee cok wale, os ooo cree rel Seen ten ste erieica ee eee 1,018,920 675,706 
19,140,687 = 12,632,369 
SHAREHOLDERS’ EQUITY 
Capital stock 
Authorized—10,000 shares of $100 each 
Issued ‘and fully paid—5 (830 'shares 22-7 6.o. hn oe ste tens eee arta ie ee 583,000 583,000 
Prémiitim. On SlareseiSsued.. os sic: Jie Sha ws soe ee ale ole eer er ete eee 327,300 327;300 
Contributed surplus! ‘omic. 5.3 2 ers bev ee np eens see ae acre ae ee eee ra tee 750,000 750,000 
Retained, earmings v0.08 s «vax +i Adin, tiem rece ete eee cee eer en ea errr 6,420,493 5,5289435 
8,080,793 7,187,845 
27,221,480 19,820,214 


Signed on behalf of the Board 
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W.R. Livingston, Director D.J. Wilson, Director 


The Sovereign General Insurance Company 


NOTES TO FINANCIAL STATEMENTS 


for the year ended December 31, 1976 


1. Significant Accounting Policies 

(a) Premiums written, less an amount 
representing estimated acquisition 
expenses, are deferred and then taken into 
income evenly over the term of the 
related policies. 

(b) Commissions and other acquisition 
expenses are charged against income as 
incurred. 

(c) Individual loss estimates are provided 
on each claim reported. In addition, 


provisions are made for unforeseen 
deterioration in reported claims and for 
claims incurred but not reported based on 
past experience and business in force. 

(d) Interest is recorded as income on the 
accrual basis. Dividends are recorded as 
income on the ex-dividend date. Gains and 
losses realized on the disposal of invest- 
ments are recognized on the date of 
disposal. 


(e) Furniture and automobiles are depre- 
ciated at the maximum rates allowed by 
the regulations of the Canadian Income 
Tax Act for claiming capital cost 
allowance. Leasehold improvements are 
amortized in accordance with the regula- 
tions of the same Act over the term of the 
respective leases. 


2. Income Taxes 

Depreciation and amortization of 
approximately $163,000 in excess of 
amounts claimed for income tax purposes 
has been recorded in the accounts in 1976 
and prior years. This excess is available to 
reduce taxable income in future years. 


3. Anti-Inflation Act 
The company is subject to the provisions 
of the Federal Anti-Inflation legislation. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of 
The Sovereign General Insurance 
Company as at December 31, 1976 and 
the statements of earnings and retained 
earnings for the year then ended. Our 
examination was made in accordance 


Board of Directors 

Robert E. Campbell 

Toronto, Ont. 

Senior Vice-President and 
Senior General Manager, 1AC 


Roland Chagnon, C.A. 
Montreal, Que. 
Chairman, Lallemand Inc. 


Peter Kilburn 
Montreal, Que. 
Chairman, Greenshields Incorporated 


Joseph S. Land 
Toronto, Ont. 
Vice-Chairman of the Board, IAC 


William R. Livingston, C.L.U. 
Toronto, Ont. 
President 


with generally accepted auditing 
standards, and accordingly included such 
tests and other procedures as we con- 
sidered necessary in the circumstances. 
In our opinion, these financial 
statements present fairly the financial 


January 24, 1977 


Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board, [AC 


Douglas W. Maloney 
Toronto, Ont. 
President, [AC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, [AC 


Lyndon E. Nichol 

Rancho Santa Fe, Calif. 
Retired, Director and former 
Chairman of the Board, [AC 


position of the company as at December 
31, 1976 and the results of its operations 
for the year then ended in accordance 
with generally accepted accounting 
principles applied on a basis consistent 
with that of the preceding year. 


Coopers & Lybrand 
Chartered Accountants 


Francois P. Paradis 
Toronto, Ont. 

Senior Vice-President— 
Business Financing, [AC 


Renault S. St-Laurent, Q.C. 
Quebec, Que. 

Partner, St-Laurent, Monast, 
Walters & Valliéres 


Donald J. Wilson 
Toronto, Ont. 
Vice-President and Managing Director 


Sg. 


THE SOVEREIGN LIFE ASSURANCE COMPANY OF CANADA 


New ordinary insurance and annuities 
issued in 1976 totalled $109,100,000, 
up 10.5% over the previous year, and 
this represented the highest level of sales 
in the Company’s history. The annual 
premium value of new insurance and 
annuity sales was $1,335,000. 

Revenue, consisting of premium and 
investment earnings including interest, 
dividends, and rents, amounted to 
$18,480,000 (1975: $17,002,000). 
Premium income increased by 7.1% and 
investment earnings by 11.8%. 

In 1976 payments to policyholders 
and beneficiaries, including the amount 
set aside to increase actuarial reserves, 


totalled $12,308,000 (1975: 
$11,732,000). Policyholder dividends 
amounted to $909,000 (1975: 
$904,000). 

Operating revenue, after provision for 
all policyholder payments and other 
expenditures, increased to $740,000 
(1975: $664,000). The combined total 
of capital, surplus, and reserve accounts 
was $12,312,000, equal to 13.9% of 
assets, which provides a substantial 
margin of protection for all policyholders. 

Copies of the Annual Report of The 
Sovereign Life Assurance Company of 
Canada are available from the Secretary 
of Sovereign or IAC. 


Selected Sovereign Life Statistics: (Millions of Canadian Dollars) 1976 1975 1974 1973 1972 1962* 
Insurance in force: 

OV ial Ga Aes ais «Rese a ee CR a or eee 581.0 520.0 462.6 411.2 ~ 395%5uez soe 
GHOMID Pave ns egen te ea se it ac np pene a eee ee cee 463.3 448.7 482.1 9483.8 994i 2.6 
EO tale te cabernet ve ps tote av 5 50 os ahah ee ae ee ee 1,044.3 968.7 944.7 895.0 847.5 218.8 
New Business written: 

Ordinary: -ssensce rere Ew (Scie ane eaeene oe ee ee eee: 109.1 98.7 84.4 672 60.2 13.8 
Group (netchange) ween... soca ee 14.6 (33.4) CoD) 2A 70.4 OF 
Policy reserves . iosd) ope age eee ee 61.3 58.1 5522 SOS 48.3 Shee 
MOAI ASSETS Srnec canna? Sep hihe. aceasta eh Paceutanner ta one clyde oe 88.4 84.0 78.4 72.6. 68.4 46.1 
INetantetestvearned:ser Cent. nae 7.91 7.49 7.28 6.86 6.58 S521 


*Year of acquisition by IAC 


The Sovereign Life Assurance Company of Canada 


STATEMENT OF REVENUE 
for the year ended December 31, 1976 
1976 1975 
($) ($) 
Revenue 
Premiums and annuity considerations . Bera die 11,958,480 11,167,490 
Interest, dividends and rents, less related expenses 
of $356, 537 (1975—$326,563) . 6,521,506 5,834,800 
18,479,986 17,002,290 
Policyholder Distribution and Expenditures 
Amounts paid to or set aside for policyholders and beneficiaries— 
Death and ordinary disability claims . 2,745,993 2,693,095 
Maker CTCL VAC AIS @errery Part Nh Psa eetoet, a sci clal dls ed 5a eadleeie ete ener Ox 1,445,431 £535,002 
RM CORCTICCVINNCHIUS tt ht Peter ced iid s hee Gare sd dine od Wa a eoae Sate Oe Dabe » 837,438 1695332 
STIRS BXSTENS TUS ee eae ON a RS rc 284,265 261,653 
ree eee TRY UC OOM eR arash gay ued's ow wale oul 4 ote a iaegeitalelgle Mvelegee a a 1,644,820 i028 
Increase in reserves for insurance and annuity contracts . 3,219,920 2,906,945 
Interest credited to funds on deposit and pension fund ............ 604,712 540,752 
10,782,579 10,217,567 
Dividends to participating policyholders (including ee in Peay EN ere iB 909,331 903,815 
Policyholders’ investment taxes ...... Sehr ee 115,000 116,000 
Group experience rating refunds (including ‘change i in provision) . 500,768 494,767 
12,307,678 11,732,149 
MRR RIIEE SCUISOS BAP ens farsa oec oie cna Age Goo Ve hase dace ad's + ¥ a Delne Le 4,869,655 3,883,658 
P7177,333~ 15,6015 5807 
Operating Revenue Before Income Taxes . SYS BRAT aA Ronee eC REE PUREE BS er Revo 1,302,653 1,386,483 
ME TOMEIOLSITICOINEGS WAXCS. 50. cs 6 Soc Sake a oe fas oo isa an ons ode gabisee seeded. 604,000 737,000 
BET I TBIR EC CINCH ree a a st yey pas 2S ave wt ah eat ee & oad mene gas esa ole 698,653 649,483 
Gain on disposal of securities, less income taxes ... 41,597 14,693 
Excess of Revenue for the Year ......... 740,250 664,176 
STATEMENT OF UNASSIGNED SURPLUS 
for the year ended December 31, 1976 
1976 1975 
($) ($) 
Unassigned Surplus—Beginning of Year ... 8,764,818 8,750,642 
Excess of revenue for year . 740,250 664,176 
9,505,068 9,414,818 
Allocation to contingency reserve . = 650,000 
Unassigned Surplus—End of Year (note 2) . 9,505,068 8,764,818 
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The Sovereign Life Assurance Company of Canada 


BALANCE SHEET 
as at December 31, 1976 


1976 1975ae 
peo (S) (S) 
CaS ics a aliin se s0kE aac ane Sau 9 opal hh hv ev is eie'es nce Oh PHS gl uence ee 554,555 610,748 
Short-term anvesiments 0. (os. «3 068 or anes wen cetacean eee 600,000 600,000 
Bonds and debentures, at amortized cost or less:(note |) 22a. .e eee ee ee ee 26,907,924 25,753,258 
Common and preferred stocks, at cost or less (note 1) ........... 4,661,907 4,408,889 
First morteacces om teal estate. <) 205.0 4) yee 48,071,401 45,462,720 
Loans on policies, secured by cash ValUGS - > sslon hg Stee eee g ore eee ne ee 5,226,809 4,868,482 
Real estate—Purchased for income, at cost, less amounts 
written off—$197,163 (1975—$174,129) Ee tee ten. eh oe reree oe 927,290 950,325 
Premiums inv course ofscollection® <5, 0.0. eaisesie sie 1 elms Seen ete ok eee 249,567 304,132 
Investment-income duevand accrued +: oss cescs oatocs ieee ene oa eee 1,001,654 905,833 
Other ASSCtS i fe pcos Gite SA ease Bh Wake v Se & 1.8 esos) RN en RE Sia gee ete ee ee 220,524 [585255 
88,421,631 84,022,640 
LIABILITIES 
Reserves for insurance and annuity contracts ........... 61,326,668 58,106,748 
Policyholders’ funds on deposit . : 6,408,290 = 6,191,046 
Policy claims in course of settlement and provision ‘for unreported 
claims of $366,000 (1975—$366,000) . pele Acme 785,285 730,278 
Mortgagors taxeprepdyments:.  <0-.'.-c du: ohe women «ae ee ein ee eee ee ae 974,828 893,462 
Premium and income taxes accrued . 864,080 1,195,414 
Oilier liabilifiessand-accruals ©... seas 390,453 350,805 
Provision for dividends to policyholders ........ 1,988,500 = 2,087,900 
Provision for experience rating refunds . 510,000 493,000 
Staff and agents’ pension and insurance funds ... 2,861,284 2,441,997 
76,109,388 72,450,647 
CAPITAL AND SURPLUS 
Capital stock 
Authorized—10,000 shares of $100 each 
Issued—8,406 shares of $100 each of which 27 shares are 
fully paid and 8,379 shares are $25 paid ... seeder 212,175 PAR els, 
Investment: reserve oe cdsce 05-0 sen oo Roe Oe eee eee 1,000,000 1,000,000 
Contingency reserves aciic. se 50 ww eats aa al rete a ay ete a ota ee ce 1,500,000 1,500,000 
Shareholders’ surplus ~. si-é.5 ea) ccm a seasessictemem eens eat ec eine ee ee eee nt ae Tee ce 95,000 95,000 
Unassigned ‘surplus’ (note 2). ace acc cckaars ete oie ie eee ee en 9,505,068 8,764,818 
12,312,243 11,571,993 
88,421,631 84,022,640 


Signed on behalf of the Board W.R. Livingston, Director J.H. Sutherland, Director 
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The Sovereign Life Assurance Company of Canada 


NOTES TO FINANCIAL STATEMENTS 


for the year ended December 31, 1976 


1. Valuation of Bonds, Debentures and Preferred and Common Stocks 


NEA MCESTAle Clalimtnealy alain ens IN@ CU hence ceere soar coaid a Sfoie evel cs arare tile ev) a/evre ene’ io attest a tus) no yalationawele shsovrereeta sbreint 
PSMA GEIL AlT Ke CR All UG are een ee rae re ei areco. hie ocd emus Buieeentes Bie kaya poceaicle Bios! se oe mage susiewles 


Maximum value at which these securities may be carried 


as prescribed by the insurance laws of Canada 


2. Unassigned Surplus 

The shareholders’ portion of unassigned 
surplus amounts to $6,052,293 
(1975—$5,202,130) of which $850,163 
(1975—$798,307) represents the share- 
holders’ share of the operating revenue 
for the year. 


ee me ee me eee eee rere eee reese ree ee eeee eens 


1976 NCW) 
$ $ 
: 31,569,831 30,162,147 
28,721,767 25,412,855 
Soh eet 29,508,110 27,670,703 


3. Anti-Inflation Act and Regulations 
The company is subject to restraint of 
prices and compensation under the terms 
of the Anti-Inflation Act and Regulations 
of October 14, 1975. 


AUDITORS’ REPORT TO THE POLICYHOLDERS AND SHAREHOLDERS 


We have examined the balance sheet of 
The Sovereign Life Assurance Company 
of Canada as at December 31, 1976 and 
the statements of revenue and unassigned 
surplus for the year then ended. Our 
examination was made in accordance 
with generally accepted auditing 
standards, and accordingly included 
verification of the cash and investments 
in bonds and stocks by certificates from 


the depositories, and such tests and other 
procedures as we considered necessary 
in the circumstances. The reserves and 
other liabilities under the various 
assurance and annuity contracts are 
stated at amounts certified by the 
company’s actuary. 

In our opinion, based upon our 
examination and upon the certificate of 
the company’s actuary, these financial 


January 25, 1977 


statements present fairly the financial 
position of the company as at December 
31, 1976 and the results of its operations 
for the year then ended in accordance 
with accounting practices appropriate to 
the insurance laws of Canada applied on 
a basis consistent with that of the 
preceding year. 


Coopers & Lybrand 
Chartered Accountants 


Board of Directors 

William J. Anderson, Q.C. 
Toronto, Ont. 

Partner, Gardiner, Roberts 


Roger H. Charbonneau, C.A., M.B.A. 
Montreal, Que. 

President, Les Laboratoires 
Anglo-French Compagnie Limitée 
Cameron C. Gray, M.D. 

Toronto, Ont. 

Roger Lachapelle 

Montreal, Que. 

President and Managing Director, 
Meagher’s Distillery 

Joseph S. Land 


Toronto, Ont. 
Vice-Chairman of the Board, IAC 


William R. Livingston, C.L.U. 
Toronto, Ont. 
President and Managing Director 


Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board, IAC 


Douglas W. Maloney 
Toronto, Ont. 
President, IAC 


Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President, IAC 


Robert E. Moore 
Sarasota, Fla. 
Retired 


Lyndon E. Nichol 

Rancho Santa Fe, Calif. 
Retired, Director and former 
Chairman of the Board, IAC 


Francois P. Paradis 
Toronto, Ont. 

Senior Vice-President— 
Business Financing, LAC 


James H. Sutherland, C.L.U. 

Toronto, Ont. 

Vice-President 

Arthur J. Vincent 

Winnipeg, Man. 

President, Smith, Vincent & Co. Limited 


DIRECTORS AND OFFICERS 


Directors 
*Keith H. MacDonald 
Toronto, Ont. 
Chairman of the Board 
*Joseph S. Land 
Toronto, Ont. 
Vice-Chairman of the Board 
*“Douglas W. Maloney 
Toronto, Ont. 
President 
Stanley F. Melloy 
Toronto, Ont. 
Executive Vice-President 
Peter F. Bronfman 
Montreal, Que. 
President, Edper Investments Ltd. 
Stanley D. Clarke 
Montreal, Que. 
President, Clarke Transportation 
Canada Ltd. 
Ronald L. Cliff, C.A. 
Vancouver, B.C. 
Chairman, Inland Natural Gas 
Company Ltd. 
*Harold Corrigan, C.A. 
Toronto, Ont. 


President, Alcan Canada Products Limited 


E. Jacques Courtois, Q.C. 
Montreal, Que. 


Partner, Weldon, Courtois, Clarkson, 


Parsons & Tétrault 

George L. Crawford, Q.C. 

Calgary, Alta. 

Associate, McLaws and Company 
*Peter Kilburn 

Montreal, Que. 


Chairman, Greenshields Incorporated 


*David Kinnear 
Toronto, Ont. 
Vice-President and Director, 
A.E. LePage Limited 


Lyndon E. Nichol 

Rancho Santa Fe, Calif. 

Retired, former Chairman of the Board 
**Edmond G. Odette 

Toronto, Ont. 

President, Eastern Construction 

Company Limited 

L. Edmond Ricard 

Montreal, Que. 

President, Imperial Tobacco Limited 


Struan Robertson 

Halifax, N.S. 

President & Chief Executive Officer, 
Maritime Telegraph and Telephone 
ConLid, 


C. Harry Rosier 

Toronto, Ont. 

President, Abitibi Paper Company Ltd. 
Adam H. Zimmerman 

Toronto, Ont. 

Executive Vice-President, 

Noranda Mines Limited 


*Member of the Executive Committee of the Board 
as at December 31, 1976 


**Elected February 23, 1977 


Officers 


Chairman of the Board 
K.H. MacDonald 


Vice-Chairman of the Board 
J.S. Land 


President 

D.W. Maloney 
Executive Vice-President 
S.F. Melloy 

Senior Vice-President and 
Senior General Manager 
R.E. Campbell 

Senior Vice-President — 
Corporate Development 
A.P. Bolin 

Senior Vice-President — 
Consumer Services 

B.F. London 

Senior Vice-President — 
Business Financing 

F.P. Paradis 

Senior Vice-President — 
Mortgages 

L.R. Woodall 
Vice-Presidents 

W.P. Davidson 

L.G. Gravel 

R. Hémond 

S.S. Ilaqua — Treasurer ~ 
R.K. Jackson 

N.V. Keyes 

E.W. McCracken 

D.A. Rattee 

W.S. Smuk 

W.J. Van Wyck 

K.E. Woodall 


Secretary 
C.R. Stewart 


Comptroller 
JJ ors 


BANKS WITH WHICH LINES OF CREDIT ARE ESTABLISHED 


Canada 

The Royal Bank of Canada 

Bank of Montreal 

Canadian Imperial Bank of Commerce 
The Toronto Dominion Bank 

The Bank of Nova Scotia 

Bank Canadian National 

The Provincial Bank of Canada 
The Mercantile Bank of Canada 
Bank of British Columbia 

U.S.A. 

Morgan Guaranty Trust Company 
of New York 


Bank of America 

Bankers Trust Company 

Chemical Bank 

Citibank, NA 

Continental Illinois National Bank 

and Trust Company of Chicago 
Crocker National Bank 

French American Banking Corporation 
Harris Trust and Savings Bank 

Irving Trust Company 

Manufacturers Hanover Trust Company 
Marine Midland Bank—Western 
Mellon Bank NA 


National Bank of Detroit 

National Bank of North America 
Schroder Trust Company 
Seattle-First National Bank 
Security Pacific National Bank 
The Bank of New York 

The Chase Manhattan Bank NA 
The First National Bank of Boston 
The First National Bank of Chicago 
The Northern Trust Company 
United California Bank 

Wells Fargo Bank NA 


REGISTRARS 


Montreal Trust Company 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 
The Bank of New York 

New York 


Preferred Stock 

The Royal Trust Company 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 


Common Stock 

Canada Permanent Trust Company 
Montreal and Toronto 

The Royal Trust Company 
Winnipeg, Regina, Calgary 

and Vancouver 

The Bank of New York 

New York 


Preferred Stock $100 Par Value 
Montreal Trust Company 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 


Preferred Stock $25 Par Value 
Guaranty Trust Company of Canada 
Montreal, Toronto, Winnipeg, 
Regina, Calgary and Vancouver 


AUDITORS 


STOCK LISTINGS 


Coopers & Lybrand 
Toronto, Chartered Accountants 


Montreal Stock Exchange 
Toronto Stock Exchange 
Vancouver Stock Exchange — 
Common Stock only 
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